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MORNING MEETING 


ROUND TABLE DISCUSSION: “THE OBJECTIVES AND 
CONTENT OF THE SURVEY COURSE IN INSURANCE” 


Chairman: J. ANDERSON FITZGERALD 


The opening session of the 1940 Annual Meeting of the American 
Association of University Teachers of Insurance was called to order at 
10:00 A. M., December 27, at the Stevens Hotel, Chicago, Illinois, 
Dr. J. Anderson Fitzgerald, Dean of the School of Business Adminis- 
tration of the University of Texas, presiding. 

CHAIRMAN FirzcEeratp: We will start our program. I am glad to 
see so many of you here. I think it is an indication of the fact that we 
feel we can always learn something by hearing what other people have 
to say. 

We have here four members of a panel. We are going to try to make 
this pretty informal and we are going to remain seated. As the discus- 
sion develops, if anybody in the audience wants to break in, that will be 
fine. If not, when we get through with the four, it is expected that each 
one here will ask a question or make a comment as to what has been 
said; or make a comment about something that hasn’t been said. In 
other words, we have a good many minutes that we can put to consider- 
able advantage if we will. 

The topic is the objectives and content of a general course in insurance. 
We have over here Professor Pillion, of Miami University; Professor 
Berolzheimer, of Northwestern University; Professor Kahler, of the 
University of Pennsylvania, and Professor Gaumnitz, of the University 
of Wisconsin. To start out I want to ask Professor Pillion what he 
thinks about a general course being offered to students in a school of 
business. Professor Pillion. 

Proressor Pitxi0n: I think the first thing I have to do is to define 
two terms; first, the survey course, and second, a school of business. 
There are many types of survey courses but I have special reference to 
a one-semester course covering the whole field of insurance—life, casualty, 
property, etc. I am most concerned about the survey course when it is 
the sole course in insurance for business students. By school of business 
I have in mind the medium sized schools which follow a more or less 
standard curriculum. 

Generally speaking, I do not think that a survey course in insurance 
should be offered to students in a school of business. I feel the reason 
it is so widely used is the result of an historical accident rather than the 
result of planning a well-balanced curriculum. Schools of business were 
formed from expanded courses in economics as taught in liberal arts 
colleges. When a school of business was set up, the old classical classifi- 
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cation of economics was carried over and departmentalized into Market- 
ing, Finance, Money and Banking, Accounting, Production or Industrial 
Management. Risk and risk-bearing were scarcely mentioned in classical 
theory except to explain profits. 

The departmentalization of these major divisions of classical theory 
resulted in their expansion into “majors.” Students specialized until 
it became almost impossible to introduce professional subjects without 
having to reduce the hours in some one of these majors or without 
cutting down the “Arts” requirements by which students are supposed 
to receive “a broad education.” Insurance does not fit into the classical 
division of economics, production, finance, distribution, and has become 
a stepchild in the school of business. There is probably no major group 
in business that has received as little aid from colleges and universities 
as the insurance profession. The survey course is a compromise between 
the old economics department and a professional school of business trying 
to fit students for business life. If it is in a curriculum as a makeshift 
until arrangements can be made for proper training in insurance, it 
might be tolerated, but I see no more reason why there should be a survey 
course in insurance than there should be a survey course in money and 
banking, or a survey course in marketing. Not every student will work 
in a bank or engage in marketing, but it is difficult to find a student 
who will not come in close contact with insurance, either as a buyer or 
as a prospective beneficiary. 

Insurance is an important business affecting us all. It is a field that 
is generally misunderstood. There is probably more misinformation 
about insurance abroad than any other field of business. I think it needs 
more than a survey course. I think it deserves more than a survey course. 

My general feeling, after teaching a survey course, is a feeling of 
frustration. I feel that I have not accomplished anything and the 
student hasn’t obtained very much. 

CHAIRMAN FitTzGERaLp: Well, Professor Pillion, what do you think 
about offering such a course, however, to students who are registered in 
a school of business? 

Proressor Pruuion: My general statement is that it shouldn’t be 
offered to a student in a school of business. I think there is a place for 
a survey course, however, for arts students, or liberal arts students, who 
care to take some work in a school of business. 

CHAIRMAN FirzcEratp: Well, go ahead and tell us about what you 
think of giving it to students in other schools and departments. 

ProrressoR BEROLZHEIMER: May I interpose a question? What do 
you mean by a survey course? You mean covering the entire field of 
insurance? 

Proressor Pittion: That is my general concept of the survey 
course, that it is a shotgun course that includes the whole gamut of 
insurance, and that is my objection to it. It covers too much territory 
in too short a time. 
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PROFESSOR KaHLER: Isn’t it better for a student to learn something 
about insurance than to have no course at all in insurance, as your 
statement implies would be the case in many schools? You say that the 
courses in finance, the courses in money and credit, the courses in 
marketing, are not survey courses. I question that. I think the first 
courses in all of these fields are generally survey courses, to be followed 
by more specialized courses, and I think that is the attitude with which 
we must approach the survey course in insurance. 

PROFESSOR PILLION: Well, we just have different definitions. I said 
that, to me, a survey course means an exclusive insurance course. 

PROFESSOR KAHLER: I don’t have the data at my finger tips but Dr. 
McCahan is present this morning and probably can help us out with 
that. He and Miss Anna M. Kelly, Statistician to the American College 
of Life Underwriters, have made a study of courses in insurance and 
related subjects in all institutions offering any courses in business 
subjects in the United States.* I believe that this study indicates that 
a great many institutions offer not only the survey course but offer as 
well additional specialized courses. 

ProFESSOR PILLION: Then does the student take these survey courses 
plus the other courses or is he required just to take either? 

PrRoFESSOR KAHLER: He may take the survey course alone or, if 
intending to specialize in insurance, he may follow it with additional 
courses. 

PROFESSOR BEROLZHEIMER: I am still not clear, Professor Pillion. 
Would you say it would be possible to give a survey course in life 
insurance, for instance? Has that become a specialized course? I still 
am not quite clear as to what you mean by survey. You mean the entire 
field of insurance? 

Proressork Pirition: My idea of a text that you might use in a 
survey course would be Magee’s “General Insurance.” That would 
certainly cover from A to Z. I wouldn’t say that Magee’s “Life Insur- 
ance” would represent a text that you would use as a survey course. 
That wouldn’t be my idea of it. 

Mr. Jonas (American Surety Co.): Wouldn’t Mowbray’s course be 
more typical of such a book than Magee’s course? He does try to tell 
you something about casualty insurance and fire insurance and marine 
insurance and inland marine insurance, so he says very little about 
each, so far as that is concerned. It is a very good work for what 
it is, to give people an idea, but I think he isn’t deep enough on the 
survey aspect of it. 

Proressor Pitzion: Your objection is to the text? 

Mr. Jonas: I have no objection to the text whatever, because he 
uses the text for a particular purpose, but I quite agree a survey course 
is one that just gives you the idea of the risk, its place, the place of 
insurance in life, how it is handled and the why and the wherefore. 

* A copy of the bulletin reporting this study was sent to each member of this 
Association. 
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We there orient the student to the insurance technique throughout the 
country and its place in business, without going into its technical aspects 
as to its application to liability or anything else, because then you get 
into what the University of Pennsylvania is doing, probably, with its 
greater scope of insurance instruction. 

Proressorn Kanuer: I think each of the texts to which reference has 
been made may be considered as a possible text for a survey course, as 
may also combinations of other texts. It might be appropriate to inter- 
ject at this point what Dr. McCahan and Miss Kelly developed as types 
of survey courses offered at college level in the United States. They 
found there are four types of courses that are being offered. 

The first is one that has to do with the theory of risk and of risk- 
bearing. A course of this type approaches the subject-matter from an 
economic theory or an economic problem point of view, discussing such 
topics as the nature and causes of economic risk, the problems which are 
created, the methods of meeting risk and some of the more specialized 
aspects involved in meeting different types of risk. This is a broad course 
which fits well into a curriculum centered around economics. 

The second type of course is one which, like the approach of Mowbray, 
seeks to bring out the broad, general principles underlying all forms of 
insurance and to develop such unity of insurance fundamentals as might 
exist. Specific types of insurance are discussed only for the purpose of 
illustrating adaptations of or additions to these principles when applied 
in a particular line of insurance and reasons for exceptions to the general 
principles in a particular field. 

The third type of course is one which has to do with, first, a develop- 
ment of the principles of life insurance as such, and then is followed 
with a development of the principles of property insurance and casualty 
insurance independently, without co-ordinating the two fields. The 
independence of the two parts of the course is so complete in many 
institutions that either part may be taken alone and academic credit 
obtained. 

Finally, the fourth type of course is one which attempts to combine 
into a logical unit the elements of each of the preceding three types of 
courses. It considers the nature, causes and problems of economic risk 
and the methods of meeting risk; it develops the principles of the 
different lines of insurance as well as the degree of unity of principles 
which may exist among them. But the entire subject is approached from 
the standpoint of the layman who is interested in what insurance will 
do and the things he needs to know in order to apply the different types 
of insurance to his needs. The course at the University of Pennsylvania 
is a course of this last type. 

All of those may be considered as survey courses. There is merely a 
difference in the method of approach to each. 

CHamrMan Firzceratp: Professor Pillion was just finishing his 
remarks about not thinking that a survey course ought to be offered to 
students in a school of business. He didn’t get well started on the other 
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side of his point as to what he thinks about such a course for students 
in other schools or departments of the college or university, who are 
not in the school of business. 

PROFESSOR PiLtLioNn: I feel that schools of business ought to offer a 
survey course in insurance but it ought to exclude from it students in 
the school of business and it ought to be a service course, perhaps, for 
other schools in the university. At Miami, we have just introduced a 
course which we call Personal Finance. It is not open to students in the 
school of business. We attempt to take liberal arts students and teach 
them a smattering of money and banking and consumer credit, a little 
insurance and finance, and just a general acquaintanceship with some 
very elementary business procedures. We think it is a good idea for an 
arts student who wants to make his living in some other way than in 
business to at least have some concept of some of the terms in busi- 
ness, and I think you might well have a survey course in insurance in 
which you would attempt to do the same thing. In the case of students 
who have no background in business, I think it is better that they have 
some course in insurance than that they have no course at all, but to 
take a boy out of a professional school of business and send him out with 
a survey course, is, it seems to me, sending him out under false pretenses. 

PROFESSOR KAHLER: Why is it more necessary for the man in liberal 
arts to have a survey course in insurance than for the man in business? 
Certainly, the individual who is going into some other line of business 
than insurance has great need of the knowledge of what insurance can 
accomplish for him, and how he can use it efficiently, at least as great 
a need as the individual who is in liberal arts and who may, perhaps, 
get into some field of business without the background of the business 
student. 

Proressor Priti0on: Well, I had in mind, for example, the boy who 
graduates from a school of business and majors in accounting. I think 
you have a right to expect him to know a little more about insurance in 
a professional way than you have a boy who graduates in chemistry and 
becomes a chemist, because he is much more apt to need it professionally. 
I think a school of business is a professional school and you have a 
right to have him know more insurance. 

ProFessoR KaHiEeR: Then, as I understand it, you would require 
each student in the school of business to take a number of specialized 
courses in insurance? 

PROFESSOR PILLION: Yes. 

PRoFEessoR GAUMNITZ: He would want two courses in insurance. 
Instead of taking a survey course, he would take one in casualty, one in 
life and one in property, required of, say, a major in accounting, a 
major in marketing, or whatever else the majors are. 

Proressor Priiion: At least two. There is some question in my 
mind as to whether you can teach property and casualty insurance in a 
semester in one course. That is verging on the survey course, too. 
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Proressok KaHuLer: Well, what approach would you adopt in these 
courses, the technical approach that would be suitable also for the indi- 
vidual who is going to go into insurance work, or the approach of the 
layman, designed to show him how insurance can be used? 

Proressor Pinion: If you are talking about the survey course for 
a student in the school of business, I think it should be the professional 
approach. As this survey course is set up for the liberal arts student, it 
should probably be a buyer’s or consumer’s approach. 

PRoFEssoR KAHLER: I am speaking of these special courses that you 
are suggesting now for students in a school of business. Should they 
have a technical approach or should they approach the discussion of 
each of these fields of insurance from the viewpoint of the user, the 
buyer of insurance? 

ProFEssoR PrtLion: I would prefer the professional approach again. 
As a matter of fact, a good many people buy insurance professionally ; 
sometimes it is pretty hard to make that distinction between the buyer 
and the seller. 

PrRoFEssOR BEROLZHEIMER: Mr. Chairman, I don’t like to see Pro- 
fessor Pillion all alone in this because I, as a member of this panel, 
both agree and disagree with him, but it seems to me on this general 
survey course, whether it be for liberal arts or for school of business 
people, you have just about as much chance of teaching a survey course 
effectively as you have of teaching a survey course in engineering in 
three hours and expect the student to know something of electrical 
engineering, chemical engineering, mechanical engineering, heating and 
ventilating engineering, and the whole gamut of engineering courses. 
So far as the purpose is concerned, it is beyond me to distinguish 
between a buyer and a seller, I mean so far as the professional approach 
is concerned. After all, if a person is given a thorough grounding in 
how to buy fire insurance, it is not much of a step from that into how 
to sell it, except that the life insurance companies can offer a training 
program that fits a person much more for the business of going into 
insurance as a profession, than any of us can do in college courses. It 
seems to me that the purpose is to teach something of the function and 
the purpose of life insurance, say, entirely from the buyer’s point of 
view, because, in the large proportion of cases, at least it is our experi- 
ence at Northwestern, we are lucky if more than about 5 per cent of 
our students in the school who take this course actually go into the 
insurance business ; but certainly they are going to be engaged in buying 
insurance, and buying it fairly constantly throughout their lifetime, and 
it seems to me to give the broad, basic training in what this thing is, 
is much more in point in the professional school than trying to teach 
them about going into the insurance business. The insurance companies 
certainly are geared much more effectively to do this than we are. 

So far as Mr. Gaumnitz’s query is concerned, it seems to me, to 
broaden your definition of what a survey course is, you can give a course 
in life insurance as a springboard, if necessary, to all the other courses 
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in insurance, because it merely means going down different avenues 
when you get into casualty insurance and then into property insurance 
acd then perhaps an advanced course in life insurance. 

As a footnote, my experience in teaching a survey course in general 
insurance is that not only does the teacher have a complete sense of 
frustration but you turn out students who just don’t know much of 
anything about insurance in a semester’s course. Now, that may be my 
own failing as a teacher and I accept it as such, but I think partially 
it is due to the fact that you are just trying to cover too much ground 
and do it very ineffectively. 

Mr. Jonas: Are the other business courses that you teach in the 
school of business gauged to the buyer or do the ones who take them go 
into business to sell it or market it? 


PROFESSOR BEROLZHEIMER: Well, I know this is heresy, but a good 
many of the consumer courses, in the economics of the consumer, in the 
marketing department are gauged to the buyer. Many of the courses in 
advertising are gauged to the buyer. People who take our advertising 
courses do not necessarily go into the business of selling advertising. 


Mr. Jonas: But they are interested enough, though, to make the 
survey in their own mind as to whether they like the advertising business 
enough to make it their lifework, aren’t they? You never took a course 
in advertising with the idea of trying to analyze the advertising from 
the buyer’s point of view, did you? You might if you are a large buyer, 
say, of Marshall Field or Continental Can or other concerns of that 
nature. I think you have to differentiate between buyers of insurance 
in large volume and the every-day buyer, you yourself, and everyone 
else, because the buyer of insurance then has to know as much as the 
seller of insurance; and many times he knows more, in a more detailed 
fashion, and can put many sellers “on the spot.” 


PROFESSOR BEROLZHEIMER: I think the buyer of insurance, whether 
he is only buying automobile insurance and maybe a fire and windstorm 
policy on his house, ought to have some idea of what he is doing. 
I remember very well Mr. Goble’s statement to this Convention four or 
five years ago on an analysis of fire insurance policies down in Urbana, 
when a large proportion of the people discovered their fire insurance 
policies were void simply because of certain violations of conditions in 
the policies that they had no knowledge of whatever—and people in a 
business school, bless you, too! I mention that because a large proportion 
of our student population are buyers and are not going to be sellers, and 
a large proportion of your community as a whole are buyers, and it 
seems to me that we can well afford to spend some time in setting up 
sales resistance, if you will, not to insurance as such but to insurance 
sellers, and that means that the insurance buyer has to know something 
about this business and, I don’t know—I’ll take my stand with Pillion 
here that both for liberal arts students and the general business student 
who isn’t going into the insurance business but who wants to know 
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something about this field, he ought to be geared to buy insurance, and 
that means he has to know something about it. 

Proressok Kanter: But then you do favor a survey course. 

Mr. Jonas: In other words, is this an orientation course? 

PROFESSOR BEROLZHEIMER: Yes, but my orientation course would 
start with a good thoroughgoing course in property insurance and from 
that into life insurance and from that into casualty insurance rather 
than spend three times a week, one hour, for one term in covering 
the whole blessed field of insurance. I think such a procedure is patheti- 
cally inadequate. 

CHAIRMAN Firzceratp: I was going to ask Professor Gaumnitz to 
tell us something about what he thinks of the subject and what his 
experience at his University of Wisconsin has been as to the composition 
of the students who take it and how they meet the problem. 

Proressor GauMNiTz: In the first place, I would disagree with 
Professor Pillion in his statement that a survey course shouldn’t be 
given. However, I think the disagreement wouldn’t be as great if we 
changed the definition of “survey.” What I would prefer to think of the 
content, which is coming later in the program, of a survey insurance 
course is that it should not necessarily be aimed to cover the whole field. 
In other words, we at Wisconsin do have, of course, a survey course. 
Otherwise, I probably wouldn’t be arguing for it. 

On the other hand, I do not propose to change it or even to suggest 
such a thing. We start the course by telling the students at the begin- 
ning that at the end of this course, those who do stay with us for a 
whole semester will not under any circumstances be completely trained 
insurance men. We tell them that this course is aimed at essentially two 
groups which are all inclusive, those who either will or will not continue 
their work in insurance. For those who will continue their work in 
insurance, we look upon this survey course more as, let us say, an intro- 
ductory course and therefore, as a matter of fact, we do not call it a 
survey course; we merely call it principles of insurance. And then, we 
feel, if this is to be both the first and the last course for a lot of students 
and if we admit all students, arts and business, or commerce, as we call 
it, all of them are thrown into the same hopper, it would be better if 
they would have an appreciation of the more general aspects of insur- 
ance and omit policy description to a large extent. 

We do not, as a matter of fact, describe policies and, personally, I do 
not believe in describing policies to any extent. We do, however, cover 
the Wisconsin fire policy, because I feel that is the basis of many policies 
that follow and if the students have a chance to become exposed to the 
wording and terminology in the fire policy, they will possibly get the 
conclusion that “maybe we should read some of our policies to see 
whether or not there are exclusions in other policies that we buy.” 

We also describe the automoibile policy. I have requested many differ- 
ent insurance companies to fill out life insurance policies, putting in 
optional settlements and other data as of age 21. The companies would 
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rather distribute their illustrative policies for age 35. But the students 
aren’t age 35 and they may think the illustration is fictitious. 

In the introductory course I prefer to omit a description of the special 
“gadget-type” of policy. At the completion of the course the students 
know there are different types of companies. They know that an insur- 
ance contract is fundamentally a contract. They know a whole lot of 
other absolutely basic points that I would consider basic to any type of 
course. Whether it is life, property, casualty, inland marine, surety or 
whatnot, there are certain basic elements that they really ought to 
understand. They have had just a little smattering of the three policies 
that we consider to be the most likely types for them to run into in 
their later life as, let us say, ordinary citizens not engaged in the field 
of insurance. 

Next, then, how about those students who do wish to enter the field of 
insurance? We use this first course as a prerequisite for the course in 
life and other courses. After they complete the introductory course, this 
principles course, they can take the other courses in any order. I feel, 
from the standpoint of teaching efficiency, it is very inefficient to teach 
a course in life as a beginning course and also teach a course in property 
as a beginning course and maybe some other course as a beginning course, 
because so much of it is duplication. You will always have chapters 
devoted to types of companies and regulation and a little historical 
development and the nature of insurance and things of that sort. It 
seems to me, from the standpoint of teaching efficiency, once over the 
material is sufficient considering its difficulty. On the other hand, I feel 
it should be covered regardless of who the person is, whether he intends 
to get into later life as an insurance buyer or seller. 

After having once covered the material, when we get into a course in 
life insurance, we can start in excluding essentially the first one-quarter 
of the book. We don’t tell them that it is excluded; we merely say, 
“You fellows already know this,” and then, of course, they will probably 
read it for the first time in some cases. But the point is that we do save 
a little time and therefore have more time to spend on later elements 
that have not been touched upon in the so-called introductory course. 

At Wisconsin we have about six courses in insurance, not including 
the courses in insurance law, a course in mathematics of insurance, 
courses in social insurance, and related courses. So our problem is 
probably a little different and therefore my conclusions might be different 
if the school were a smaller school and we had fewer students and a 
more limited faculty—I mean limited in number. It seems to me that 
as a conclusion there is a good logical reason for having an intro- 
ductory course in insurance provided it is general, provided the students 
realize that they are not insurance experts when they complete it. 
If nothing else, they realize that the insurance contract supposedly 
means what it says; that the company is bound only to that extent and 
if the buyer wants to collect on something that is definitely excluded, it 
is his business to have the policy amended to suit his needs. Of course, 
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all the agents tell their clients to read the policy, but none of them do, 
including the faculty members, and of course, including myself. 

The next is about the later courses. I would say, keep them general. 
There is no need, as I see it, to try to explain in detail 40 or 50 
policies and try to make the students memorize something when every- 
body knows that they retain a very small proportion of it. It is much 
better if they get certain fundamental ideas, certain understandings, 
certain appreciations of the fact that various things they have heard 
aren’t so. That is what is going to be of lasting value to them. The 
student gains very little, as I see it, through memorizing a whole mess 
of policies. In later life, if he is on the buying side, I would say it 
would be safe for him not to have memorized a policy. If he is on the 
selling side, it then becomes his daily business to come in contact with 
specific clauses in policies. 

If he gains employment with some company, the company will have 
a training program that is more practical from that strictly practical 
sense than we could possibly make it in the university. 

Furthermore, I think there are a lot of things that we in the univer- 
sity can do that the companies cannot do. The companies cannot spend 
too much time on purely general aspects. They have to turn in a 
certain volume of business and they have to write it in good shape. 
The general background material is something that is wholly valuable 
for the individuals on the selling side to have and to understand. Insur- 
ance company courses are more likely to be concerned with the details 
of their own company operation and details pertinent thereto. 

My reaction, that I pick up from people who have entered the 
insurance business, is that they are at that time not interested in 
picking up background material. They are more interested if they are 
going to take certain time out to study, to acquire knowledge that is 
eminently practicable rather than background and historical infor- 
mation. 

One other point. At Wisconsin we have a school of commerce. We 
also have a department of economics which is outside of the school of 
commerce. Within the school of commerce, we have several majors. 
No course in insurance is required of any major with the exception 
of a major in insurance. In other words, a person at Wisconsin can 
major in accounting without having had as a required course even the 
Principles course of insurance. 

Now, you will say, “Isn’t that rather ridiculous?” And the answer is 
partly “Yes” and partly “No.” We in insurance would say, “Yes, it is 
ridiculous. They should have a course in insurance.” But the gentlemen 
teaching English, philosophy, mathematics, language, and everything 
else would naturally be inclined to stress the courses they teach. You 
hear complaints right along—“The students can’t write English ; they 
don’t know the English language; they don’t know any mathematics ; 
they don’t know any law; they don’t know anything. We ought to teach 
it to them.” 
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The point is, we can’t require everything. We don’t have time. We 
are on a semester basis at Wisconsin. If we were on the quarter system, 
it might be a little bit different. We would have more courses per 
student per regular four-year period, but the student’s required work 
is approaching a limit, and therefore I have not argued very strongly 
to make insurance required, except for students majoring in insurance. 
There are a lot of other courses at Wisconsin that are not required 
courses that I would say ought to be required courses, in the general 
field of economics and business, even for majors within the broad 
field of commerce. I think students ought to be given an opportunity 
to broaden out. 

One point remains. I don’t feel the difference between majors in 
commerce and, let us say, a major in French, to take an extreme case, 
is as great as a lot of people like to make out. When the typical student 
graduates, he is 21 or 22 years of age, and probably his father is in 
business. The great bulk of students haven’t had any experience; they 
are not, even when they get through a four-year course, experienced 
business men; they are merely equipped with a bag of tools, and we 
hope they have a little bit better background than, let us say, a major 
in French, but actually they are not technical experts from the strictly 
practical side. That experience, it seems to me, is picked up outside 
of school. 

Proressor Pruui0on: If you were hiring an individual and he said he 
was a French major, you would be on your guard, wouldn’t you? 

Proressor GaumnNiTz: That is true, yes, but the point is, if I would 
hire a major in accounting, a major in finance, or a major in anything, 
I would be on my guard as well. Most employers realize that even a 
good student who has graduated from a first class school has much 
to learn. 

Proressor Pittion: But you would at least expect him to know a 
debit from a credit. There are certain fundamental things. You say 
we ought to teach people who are going into the insurance business. 
We ought to teach people who are going into other business institutions 
as well. 

Prorgessor GauMNiTz: Oh, yes, I would agree with that. 

Proressor Piiuion: I think there is a considerable amount of 
difference between what business men have a right to expect from a 
person who majors in, to take a more practical subject, chemistry, in 
the business world than the fellow who has majored in accounting or 
statistics or some other field. 

CHAIRMAN Firzceratp: Professor Kahler, we would like to have 
you discuss the objectives which you found at Pennsylvania and the 
type of courses you give there. You asked some questions a while ago. 
We would like to have you drop that and tell us how you do it. 

Proressok KaHuLer: I want to make one statement about a previous 
remark, if I may, first. Mr. Gaumnitz said that he believed in a survey 
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course, certainly, at an institution such as Wisconsin or one the size 
of Wisconsin. I wonder what kind of a course you can give at smaller 
schools where you do not have sufficient enrollment for students special- 
izing in insurance. Whether you break up your courses into one, two 
or three parts seems to me to make no difference. It is still going to 
be a survey course. Even if you give a course in life insurance, one in 
property insurance and one in casualty insurance, the combination of 
the three is going to be a survey course. 

PRoFESSOR BEROLZHEIMER: It becomes, then, a matter of emphasis, 
doesn’t it? Where are you going to put the emphasis and the time? 
Probably the difference between a survey course and a more specialized 
course is the amount of time and attention you spend on details. 

Proressok KaHuer: In large part, that is true. Where you have a 
limited student body and you can’t give a survey course and additional 
courses, each of your separate courses, it seems to me, must be 
approached: from the viewpoint of the lay student. These courses, 
considered as a unit, become survey courses by that very token. I don’t 
see how it can be avoided. You certainly aren’t going to teach general 
students of business a course in the techniques of insurance; and if a 
course is not a course in techniques, a first course is likely to be a 
survey course whether it is in one field of insurance or whether it 
includes a combination of different fields of insurance. 

But, to get to the specific question that was asked me, our course in 
the University of Pennsylvania is a course which is a required course, 
required since 1926 of all sophomores in the Wharton School of Finance 
and Commerce. These students presumably are interested in profes- 
sional education for some field of business activity or public service, but 
most of them have no definite knowledge as to the particular field in 
which they will find their life work. All of the regular Sophomores will 
have had some background, having had during the Freshmen year, 
survey courses in such fundamental subjects as accounting, the elements 
of business law, economic principles, economic geography, the relation- 
ship of science and business, political science, and English, and some 
of them will have completed, during the first half of their Sophomore 
year, @ survey course in finance, which covers the fields of corporation 
finance and money and credit, before undertaking the course in 
insurance. 

These students will not have elected formally the field of their 
specialty, choice of a major not being required until the end of the 
Sophomore year. Most of them will not know in what they are going 
to specialize. Even at the end of the Sophomore year the uncertain 
student may defer his choice by enrolling in the general course and 
spreading his preparation over a wider range of subjects. 

In addition to these Wharton students who are required to take the 
course, the course is open as an elective to students from any other 
department of the University. While the enrollment of students of this 
type comes mostly from the College of Arts and Science and varies 
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from time to time, it amounts to only approximately 5% of the total 
enrollment in the course which last year exceeded 550 students. 

Naturally our objectives are determined to a great extent by the 
types of students enrolled in the course. These, it can be seen, may be 
divided into two broad groups: first, students who intend to adopt 
some field of insurance for their life work and second, those who plan 
a career in some other field or who have not decided upon their future 
vocations. Each of these groups, in turn, may be divided into two parts. 
In the first group we find individuals who intend to engage in field 
work, principally selling, and others who aim at positions of an execu- 
tive or administrative nature in home offices. In the second group we 
find students who will engage in various business activities and others 
who will enter careers in the public service. 

Since our course is a required course, the group of students not 
specializing in insurance makes up by far the larger part of our 
enrollment. Our course, therefore, must be designed primarily for 
students of this group without neglecting the interests of those who 
have predetermined upon insurance as their life work. 

More specifically, then, our objectives may be classified and stated 
as follows: 

(a) For those students who are not intending to specialize in 
insurance, the course is designed, first, to provide an essential part of 
a broad professional education in business fundamentals. 

Second, to acquaint the student with the principles and services of 
insurance to the end that he may manage efficiently his insurance affairs 
and use insurance services intelligently in meeting his family and 
business needs. And I might say I consider this to be the most important 
of all the objectives. 

Third, to foster an interest in insurance and enable a more intelligent 
choice of a career by those who have not decided on the field of their 
specialization,—another extremely important purpose of a survey course. 

And fourth, to enable students who are interested primarily in public 
affairs and the social sciences to obtain the background for an under- 
standing of the significance and functions of insurance, its social 
influences and its relationships with other institutions in our economic 
structure. 

That takes care of the students who are not intending to specialize 
in imsurance. 

(b) For those who do intend to specialize in insurance, the course 
is designed to furnish the basic foundation for more specialized educa- 
tion, so that they will be equipped for better public service as insurance 
advisers or as managers of the insurance system. 

These objectives have been influenced by and are consistent with the 
objectives for which the Wharton School itself was founded in 1881. 
As expressed by Joseph Wharton in his original project for a School of 
Finance and Economy, these were: “To provide for young men special 
means of training and of correct instruction in the knowledge and in 
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the arts of modern Finance and Economy, both public and private, in 
order that, being well-informed and free from delusions upon these 
important subjects, they may either serve the community skillfully as 
well as faithfully in offices of trust, or, remaining in private life, may 
prudently manage their own affairs and aid in maintaining sound 
financial morality ; in short, to establish means for imparting a liberal 
education in all matters concerning Finance and Economy.” 

A survey course of the type which I described a short time ago as 
the type offered at the Wharton School is most readily adapted to 
affording the advantages of each of the other types of survey courses. 

A course of the first type, concerned with the principles of risk and 
risk-bearing, is particularly suited for the student interested in broad 
social and economic problems and, perhaps, for the student who will 
enter public service. It does not seem to be so well adapted to the 
needs of the “lay-student” and of those intending to specialize in 
insurance. 

A course of the second type, emphasizing as it does a unity of 
principles among the different types of insurance (although there is 
considerable question whether such great unity exists), is excellent 
for the student who intends to enter the insurance business with his 
goal the attainment of an executive or administrative position in an 
insurance company’s home office. The “lay-student,” however, going 
into general business fields is not interested so much in the general 
principles and philosophy of the insurance business as he is in what it 
can do for him or how it will affect him in the future. He wants to 
know what contracts there are, what characteristics they possess, what 
needs they fulfill and things of like nature. A course of this type also 
is likely to be viewed by the student as abstract and impractical, thus 
failing to capitalize an existing student interest in insurance. 

A course of the third type, discussing more or less independently the 
principles of personal insurance and those of property and casualty 
insurance, accomplishes the last stated objective for the “lay-student” 
and provides a foundation for the student who plans to specialize in 
any particular line of insurance, but it does not emphasize the principles 
which may be common to all lines of insurance, an emphasis which is 
required for those preparing for executive leadership and those preparing 
even for sales work in insurance if they wish to be of maximum service 
to the public. The day when insurance men in one line of insurance 
need to know nothing of the principles and problems in other lines is 
rapidly passing if it has not already passed. There is a temptation, 
however, for a course of this type to be taught from the insurer’s, rather 
than from the buyer’s, point of view since much of the basic information 
for which textual material has evolved originated with the insurance 
companies and their executives. Problems of great importance to insurers 
frequently are of little importance or interest to laymen, but such 
problems, of course, are likely to be emphasized in specialized literature 
in each field of insurance. While it is valuable for sellers of a good or 
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service to know and consider the attitude of buyers, the opposite does 
not follow. Likewise there is little or no opportunity to develop any 
similarities or differences among the principles of the various types 
of insurance and students are prone to conclude that the principles 
learned in one field are of universal applicability. 

A course of the fourth type, as given at the University of Pennsyl- 
vania, is fundamentally a course for the “lay-students” who comprise 
the bulk of our enrollment. The teaching of risk and risk-bearing as 
an integral part of the course although in condensed form meets the 
needs of students whose primary interests lie in the field of economic 
and social problems. The development of the more important principles 
and practices of the different lines of insurance with which they may 
come into contact, fits the course to the needs and pre-existing interests 
of the student of business in general so that he can utilize the services 
of insurance more intelligently in the management of his personal 
and business affairs. Omission of the stress frequently placed in courses 
of the third type upon more detailed practices in different lines of 
insurance does not handicap the student who intends to specialize in 
insurance since other courses are available in which the needs of such 
students may be satisfied; on the contrary, the stress placed upon the 
layman’s point of view is of distinct value as an introduction and as a 
foundation for further study by the specializing student. Also, in my 
opinion, greater emphasis upon the unity of principles among different 
lines of insurance, to the extent to which such unity exists, is accom- 
plished by the statement and repetition of such principles as they 
appear and reappear when each type of insurance is discussed. 

This type of survey course, then, is suitable for those intending to 
enter insurance as a career provided they will follow it with advanced, 
specialized courses, and for those interested in insurance primarily as 
buyers. There need be no distinction in the course for these two groups. 

CHarrMaNn FrrzGeratp: Professor Berolzheimer, would you like to 
add something on this point? 

ProressoR BEROLZHEIMER: I think so far as the differentiation here 
between people who are going into the insurance business and those 
who are not, it seems you are in a sort of a twilight zone, because, as 
suggested here by Professor Kahler, students—at least this is my 
experience—have such a vague notion of what they are going to do, 
and even though they may definitely take the insurance major with 
the idea of going into the insurance business, you may find them—and 
you usually do—engaged by Firestone Tire & Rubber Company, or 
General Electric the first week after graduation. 

ProressokR Kanter: That hasn’t been our experience. 

Proressok BEROLZHEIMER: Well, we have a good many instances 
of that sort, enough, at least, to make me skeptical of the general 
theory that you can give students tools pointed primarily to dig in the 
insurance field when they get out, because I can’t see, for the life of 
me, why a good, thorough-going course in insurance techniques, as you 
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put it, to teach people the difference between the things they are going 
to spend their money for and the worth-whileness of things they are 
going to spend their money for, isn’t a very sound training when you 
reverse the English; and when they get out and decide that they are 
going into the insurance business, they know just as much about it 
then, presumably, as though we started on the other tack, namely, to 
train them from the standpoint of the purchaser. I find it very difficult— 
at least we do, and it may be because I have a blind spot—to differen- 
tiate between Mr. Gaumnitz’s suggestion here, between people who are 
majoring in English who come over to our School to take a course in 
life insurance and the life insurance majors, so far as emphasis is 
concerned. 

Prorgssok KAHLER: My very point is that you should not differen- 
tiate between them; that a survey course should be designed for both 
groups and should have as its objectives certain ones for those who are 
not specializing in insurance and others for those who do intend to 
specialize. In other words, the one course must meet all of the objectives. 
It is the same course for those who intend to specialize as for those who 
do not intend to specialize. 

Proressor Gaumnitz: I think also it will be the last course for a 
larger number of students than it will be the first introductory pre- 
requisite. 

Proressok KAHLER: Unquestionably. 

ProressoR BEROLZHEIMER: That is likely to be. Maybe it is just my 
Dutch ancestry coming out in me, but I still maintain that it is much 
better, if you only have students for one semester, it is their baptism, 
and the end of their interest in insurance study, that they leave knowing 
something definite and specific and somewhat inclusive about the sub- 
stance of the course, about the materials in life insurance, rather than 
to submerge them in an automobile policy and an accident and health 
policy and the organization of the accident and health business and the 
fire insurance business and the life insurance business. They will have 
just the vaguest notion about any of it as it pertains to the whole 
economic picture and, incidentally, to the various specific economic 
organizations within the field. 

Prorgessor Kanier: But if the course covers those things which 
you say, it is not a survey course in my opinion. For instance, if you 
analyze exhaustively an automobile policy and teach students the 
techniques of rates and things of that sort the course becomes a special- 
ized course. Those things have no place in a survey course. 

CuarmrMan Firzceratp: Do you give one general course at North- 
western ? 

Proresson BEROLZHEIMER: No. We start, as our point of departure, 
with a three-hour course, one semester, in life insurance, and that 
becomes a prerequisite course for property insurance, not because there 
is any connection at all between the two but primarily because they 
have a feeling for risk and risk-bearing and the whole of the economic 
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subject of insurance, at least. And in the field of property insurance— 
and I must bow my head here—we attempt to also include with it, 
casualty insurance. Now, that leaves out of the picture completely for 
a business student, workmen’s compensation, a lot of material that 
he is going to run into in inland marine and a variety of things that I 
fail to see how you can approach in a survey course with any degree of 
effectiveness. 

ProressoR GaumMNiITz: Would you agree to the fact that that life 
insurance course of yours is probably a principles course, with emphasis 
on life? That is, if you cover the economic background and the relation 
to the general economic picture, that you have to cover sometime,—you 
apparently do not do it in the property field, because you have the life 
as a prerequisite—then you must spend more time in the life course 
on those generalities and background material, and therefore isn’t 
actually your life course probably closer to being a principles course, 
with emphasis on life? 

PROFESSOR BEROLZHEIMER: Well, yes, that is right. The complete 
emphasis is on life insurance. 

Proressor GauMNITz: Of course, I think that is where most students’ 
interests lie. 

PROFESSOR BEROLZHEIMER: I do, too. I agree to that, absolutely. 
After all, that is where they are going to spend most of their money, 
so far as insurance is concerned 

Mr. Jonas: Not if they get all they are supposed to have. You can 
add up property insurance, your automobile liability insurance and a 
few other things like that and you will spend a lot more money on your 
allied lines than you will on life. I think life has been emphasized 
greatly to the detriment of the other insurance. It is true there is need 
for life insurance, but I think even your risk-bearing subject is a little 
different in life than it is in the other aspects. That is why I question 
that thinking, because there are a lot of people who really need one 
type of insurance as much as the other. The business man needs it. 
Life insurance is fine for the individual but in the business organization, 
the other lines of insurance take the forefront. 

ProressoR KaHLER: Might the reason for their not having had 
these other forms of insurance be that they haven’t had the survey 
course but have had just a course in life insurance? 

Mr. Jonas: Well, going back to the time when I took the course 
myself, I think we studied Professor Riegel’s book, used that as a 
textbook about 10 or 12 years ago, and I think everything was tied up 
with life insurance. I came out with a life insurance conscience. It 
wasn’t until I got to the East that I found out there was a lot more 
to insurance than just life insurance. 

Prorzssonk KaHuER: Well, both of the authors of that book are here 
and can speak for themselves, but I don’t think the book has that 
emphasis. 
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Mr. Jonas: I had no intention at all of leaving that implication, 
but that was the emphasis that the individual placed upon it. 

Proressok Kanuzr: I think that teaching emphasis frequently is 
a greater determinant of the nature of the course than the content of 
the course itself. 

Mr. Jonas: By far. 

Mr. Snyper: My work now is primarily the hiring and training of 
people for the Mutual Life Insurance Company of New York and I 
would like to ask these gentlemen from the various universities this 
question. To what extent do you require courses in risk and risk-bearing 
before a man takes these courses in insurance, if at all? 

Proressor GaumMNitTz: At Wisconsin, it happens that there is a 
course in the catalogue called Risk and Risk-Bearing. However, the 
subject matter covered is more of a business cycle theory course than 
an insurance course in the broader sense. The fact that it is there means 
that of course we can’t add another course on risk and risk-bearing 
largely from the insurance standpoint. Therefore, in the principles 
course, we spend about the first one-fifth, roughly, of the semester on 
that general background. ; 

Mr. Snyper: The reason I asked that question is this, Mr. Gaumnitz. 
Maybe it is just my own idea, but I feel that the public generally is 
suspicious of insurance as an institution. Perhaps the political develop- 
ments in the last few years have had something to do with that but, 
at any rate, as an institution there is a great question in the minds of 
a lot of people as to whether insurance is the best way of dealing with 
risk and many of the people that we hire or try to hire have that 
feeling. They don’t understand insurance; they don’t understand its 
functions; they don’t understand its place in the economic life of the 
nation, and I was interested to know whether, in your survey courses, 
so-called, you spend time on that particular phase. 

Proresson GaumMNnitz: Yes. It happens that probably the best state 
in the Union for that particular type of problem is Wisconsin, because 
of our great liberal tradition. I have had students tell me point-blank 
at registration time that they wish to learn the “dirt” on the insurance 
business. They get a lot of the liberal type of literature that is colored 
liberalism rather than pure liberalism. I have no objection to political 
questions arising in class. I try to stay off the political side; but I 
know very definitely that a small but very set proportion of the students 
take a course in insurance specifically to get the criticisms. 

For students of that type, let them go back and read some of the 
old Armstrong summaries, and I have the T. N. E. C. that they can 
peruse. However, I make them read some of the other material as 
well and that enlightens them and results in a more balanced knowledge. 
But actually many of them come with moderately good understanding, 
memorization, I should probably say, instead of understanding, of life 
insurance as a legalized racket. Very frequently in the first day they 
will start talking about the old mortality tables, borrowing money and 
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paying high rates of interest on it, and paying premiums for which 
the company promises absolutely nothing other than a receipt. I take 
the problems in logical order; I don’t try to take those problems up at 
the beginning. One of the main reasons that we cover elementary 
arithmetical premium computation for life insurance is so that we can 
remove on a logical basis these erroneous ideas. Instead of saying, “No, 
it is wrong,” as a matter of opinion, we try to lay the logical foundation 
so that they can see for themselves. 

I feel that if we explain some of those fundamental points and 
indicate to them that possibly some of their ideas are misconceived, 
probably some of the other criticisms of life insurance which are the 
misconceived ones—I am not saying life insurance is pure and we don’t 
necessarily approach it from that standpoint, that it is wholly pure, but, 
on the other hand, we do try to indicate that many of the criticisms 
of life insurance are criticisms that, to our way of thinking, are born 
through misconception of some sort. 

Therefore, fundamentally, we must start out with the problem of 
risk and risk-bearing from the general point of view. We try to spend 
at least some time on the general problem of prevention and that, 
fundamentally, insurance is only one solution to the problem. It is not 
the best one; in all cases it is not perfect; it is not all-inclusive for 
the whole problem of risk from the economic point of view. 

CHAIRMAN FirzcEratp: A good many institutions don’t have a 
course in risk and risk-bearing, or don’t have a general course in insur- 
ance but give a good deal of that material in what might be called a 
property insurance course. That is, the approach of the whole subject 
of property insurance might be risk and risk-bearing. 

Mr. Snyper: My reason for asking that question, Dean Fitagerald, 
is that it seems to me somewhere they are going to have to deal with 
that. If you just have specialized courses and don’t ever give any 
general courses, you probably won’t get that in. 

CHarRMAN FirzceRraLp: I would like to make the comment, in line 
with what has been said by a number of the members of the panel, that 
my experience with courses in insurance has been that nearly all of the 
people who take it, take it with the idea of learning something about 
it for their own good and for the good of the businesses with which 
they are going to be connected. I have the feeling that if there were 50 
people in a class, maybe 5 of them might go into the insurance business 
and the other 45 are trying to learn a great deal about it. They have 
heard so much about insurance and they learn so much about risk and 
the hazards that people face that I am confident that more and more 
of our university students are getting out of universities with a sympa- 
thetic feeling for the business of insurance. They feel like it is something 
they have got to have and that we are going to have more and more 
people who will walk into insurance offices and say, “I want to buy 
this,” and the old doctrine that insurance companies have had, and 
which they have told their agents, “If some fellow comes in and asks 
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for it, look on him with suspicion,” has got to go. There are going to 
be more and more people who are going to buy insurance with the 
same sort of methodical treatment that they buy equipment. They will 
just look on it as something that they have to have and they feel like 
they ought to go and buy it instead of waiting until somebody comes 
around and suggests it to them. I don’t like to see this instruction in 
some insurance manual, that if a fellow asks for it, “let us know 
about it, because we suspect him.” I don’t think it belongs there and 
I don’t think it will be there ten years from now at all, because people 
will be buying insurance just as they buy clothing and overcoats. 

PROFESSOR BEROLZHEIMER: I would like to answer Mr. Snyder’s 
comment here that on a specialized course no time is given to risk and 
risk-bearing, because that becomes the foundation of the specialized 
course. I can speak for myself and for some others that I know who 
have been teaching specialized courses and anywhere from, well, at 
least a month or pretty close to a month, at least, of one term is given 
in both courses ; even though it be a question of repetition, even though 
people come into the second course after having taken the first, they 
will get a pretty thorough going over so far as the general subject of 
risk and risk-bearing is concerned. 

Now, I judge you are speaking from experience. Do you know whether 
these people come into your hands having taken specialized courses in 
insurance, survey courses, or none at all? 

Mr. Snyper: We have both kinds. We have some who come in who 
regard themselves as more or less experts when they get there, and 
then we have those, of course, who have had no previous training what- 
ever. And then we have some twilight people who have had a little. 
But it seems to me—I am speaking now, but I have heard this same 
thought expressed by other men who have similar tasks to mine—that 
they have in a good many universities now what are known as consumer 
economics courses and, for one reason or another, a lot of our people 
have taken them, and in those courses they have been taught to suspect 
all evil of insurance companies and that the institution of insurance 
is bad and they are just a bunch of grafters, after all. 

Of course, maybe I am selfish when I say that I think that is too 
bad, to have students get out with that impression of the institution. 
True, some officials in it are not honest, but there might also be some 
college professors in the same group. 

CHAIRMAN FrrzGcERALD: It is just unfortunate, I think, that a subject 
that has as many technical points as insurance should be in a course 
of that sort, because I have the feeling that you have expressed, that 
in places where I have known of its being taught, the students got a 
number of erroneous ideas. That is, they got their ideas from popular 
literature on the subject and they very likely come out of a consumer 
economics course with the idea that as far as life insurance is concerned, 
they ought not to buy anything except term insurance, which, when they 
get to be 55, they will regret. 
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Proresson BEROLZHEIMER: My only experience with these consumer 
economics courses is one I ran into last year, and I went into this with 
some suspicion, but here was a course in which they gave one hour to 
life insurance and one short chapter in the text on life insurance and 
they wanted someone to come in from the outside who could masticate 
this and regurgitate it and give it to them so they had it all in one hour. 
I tried to tell this professor that it was thoroughly impossible. “Well,” 
he said, “we have got it here; we have got to do something with it and 
I think you should come in and do it. I can’t.” 

The materials in the text were so flabby and thin that I don’t know 
what you can do, what can be done about it. You are just in the 
marketing field, where they are cutting through everything now and 
giving a course in consumer education in which they spend much more 
time on canned peas than they do on buying insurance. 

Proressok KaHLER: Wouldn’t a lot of that be overcome if the 
teachers of consumer economics had to take a survey course in insurance? 

PROFESSOR BEROLZHEIMER: Or at least read a book. 

ProFEssoR KaHLER: Presumably they are graduates of business 
schools, qualified to teach this course, but they get literature somewhat 
like that of one of the consumers’ advisory organizations which issued a 
report on life insurance that was equally as bad and as fallacious as 
“Life Insurance, a Legalized Racket.” If the individual teaching the 
course had had some background in insurance, the fallacies of such pre- 
sentations would become apparent. Without such a background the 
teacher is likely to assign as high a degree of reliability to its report on 
life insurance as he has found pertinent to its reports on tangible com- 
modities backed by sound engineering or chemical tests. 

Mr. Jonas: I just happen to be one of your associate members. I 
happen to be with the American Surety Company in New York teaching 
a school of agents there, and on this specialized business we have been 
talking here mostly of the content of the survey course, and the objective 
of the thing is what interests me. It came about a short time ago that 
a young fellow, leaving one of the universities, asked me for a job. He 
had about as much chance of getting a job under economic conditions 
at the present time as a Chinaman in Japan would have. He walked in 
and the personnel manager asked him, “Why do you want to go into the 
insurance business? Why do you want to work for our company? Why 
do you want to work for a stock company instead of a mutual company ?” 
He was just asked a lot of whys and wherefores, which meant that this 
fellow had to have a knowledge of the general principles which should 
be included in a survey course. 

That fellow got a job. I don’t think he would have gotten it any other 
way, and it is a commentary on the particular work done at the par- 
ticular university where he went to school, because there he was informed 
enough about the insurance business so that he could go ahead and 
answer those questions. 

After all, isn’t one of the objectives of a university to prepare these 
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people for jobs in life just as much as for buying the commodity that 
they have to use? We have to learn how to buy and we have to learn 
how to do a lot of other things, but I think our universities should be 
able to turn these people out prepared to do something. 

ProressoR Kanuer: That which is the function of the university or 
the school may not be the function of a particular survey course. The 
survey course shouldn’t give the materials to answer questions of the 
type your applicant was asked. Such materials should be included— 
perhaps in a specialized course. 

Mr. Jonas: But there probably are as many people absorbed in the 
insurance business by companies as there are in any other line. You 
have several hundred insurance companies throughout this country, of 
all types, and every company is taking on a number of students each 
year. Now, are we preparing some of those students to go into the 
business? Mr. Gaumnitz says the companies can’t give the background. 
I would like to ask, why can’t they? 

PROFESSOR BEROLZHEIMER: Mr. Gaumnitz’s course wouldn’t fit this 
man for answering any questions about the surety business. 

Mr. Jonas: Well, our business is not confined exclusively to surety 
business. The American Surety Company handles all kinds of insurance. 
There are few, if any, people who know anything about the surety 
business after they get through with a survey course in insurance. They 
don’t know the first thing about what a bond is for and the fact is, the 
insurance companies are the vehicles for the selling of bonds. And where 
does the surety business fit in the defense program today? 

Proressor BEROLZHEIMER: That is just my point about the survey 
course. 

Mr. Jonas: That comes in the content. Why isn’t it handled in that 
particular way? 

PrRoFessoR KAHLER: Suretyship is included in one survey course with 
which I am familiar. Perhaps it would be helpful to have an outline of 
the survey course which we offer in the Wharton School. Description 
of the content of a course may be most misleading as an index of the 
nature of a course since the latter depends as much upon the emphasis 
given to each subject and different phases of each subject, upon the 
teaching methods employed, and upon the background and attitude of 
the particular teacher. For example, I know of no text or texts which, 
followed throughout, would accomplish the objectives which I believe 
our survey course accomplishes. Some material must be omitted, some 
must be supplemented by assignments from other sources, some must be 
supplemented and co-ordinated by lectures or by class discussion and 
some must be assigned its proper place or interpreted by teacher emphasis. 

Another point of importance in this connection is that our survey 
course, like most courses, has evolved and still is in process of evolution. 
Objectives are kept in mind when, each year, teachers are called upon 
for suggestions as to the revision of the course for the following academic 
year. The contents and arrangement of the course are viewed critically 
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and suggestions made as to the relative emphasis to be placed upon each 
subject. Specific assignments are analyzed and suggestions for substitu- 
tions or revisions are considered carefully. Consequently, although the 
basic outline of our course appears almost the same from year to year 
there is actually a constant change in course content. 

The course begins with a study of basic insurance principles, presented 
in the form of a mimeographed assignment specially prepared for the 
course. Five sessions which follow are devoted to a discussion of the 
nature and uses of different types of life insurance policies and annuities. 
These assignments are taken from one of the texts, Huebner’s “Life 
Insurance.” At the next session the usual settlement options of life 
insurance contracts are described and the functions of each are studied. 
Subsequent assignments are concerned with an analysis of insurance 
needs and various important policy privileges, none of which is analyzed, 
however, from an actuarial or technical point of view. In the meantime 
lectures, supplemented by mimeographed material, develop economic 
aspects of life insurance and its uses. 

The investment element of life insurance contracts and the charac- 
teristics of life insurance as an investment are dealt with in another 
specially prepared mimeographed assignment. Then three sessions are 
concerned with the types of companies and the nature of the organiza- 
tions operating in life insurance, including fraternals. 

Considering only the subject-matter referred to thus far, it will be 
noted that the material has been organized entirely differently from that 
of the text in which most of it is found. For example, the assignments 
thus far mentioned, excluding the mimeographed materials, presented 
the textual material in the following order: Chapters 7 to 13 in numer- 
ical order, then Chapter 2, then Chapters 21, 22, 28, 27 and 29 in the 
order mentioned. 

The assignments which follow next in order pertain to coverage of 
the disability hazard both through disability clauses in life insurance 
policies and through separate accident and health insurance policies. 
Then the adaptation of insurance to the needs of the industrial classes 
is considered during six sessions of the class in which industrial life 
insurance, group insurance and annuities and the relationship of private 
insurance and the social security act are discussed. Finally, five sessions 
ate devoted to a discussion of the legal aspects of life insurance and life 
insurance policy provisions before the “Personal Insurance” phase of 
the course is completed. 

It should be pointed out that not only have individual chapters of the 
text been omitted, with substitution of more suitable mimeographed 
materials in some cases, but that an entire section of the text relating 
to the arithmetic of life insurance has been excluded completely since 
it is necessary only to the student who intends to specialize. It should 
be pointed out also that factual material has been presented since “lay- 
students” enter insurance courses generally without knowledge of ter- 
minology or insurance contract provisions. Details and techniques, how- 
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ever, are not taught since college men are supposed to be trained for 
leadership and executive positions rather than for routine work. 

During its latter half the course continues with a discussion of fire 
insurance and allied lines. This consumes twelve sessions. Then pre- 
vention of loss, agency and brokerage, state supervision and regulation 
and insurance company investment portfolios are considered both from 
a life and from a property insurance point of view with similarities and 
differences developed. Some of the basic concepts of marine insurance 
are discussed and compared with those of fire insurance in three sessions 
of the class. Subsequently at least one session of the class is allotted to 
the peculiarities of each of the following: inland marine insurance, 
liability insurance, workmen’s compensation insurance, automobile insur- 
ance, burglary and robbery insurance and miscellaneous forms of insur- 
ance. Finally, one session of the class and one or two o* the lecture 
meetings are devoted to a discussion of the principles of suretyship, 
particularly corporate suretyship, and a comparison is drawn between 
suretyship and insurance. But as I stated previously, more depends upon 
teacher emphasis and teaching methods than upon course content as such. 
In our course we use a combination of the lecture, quiz and discussion, 
and case method of teaching. The course is a one-semester course meeting 
five hours each week for the fifteen weeks. One hour is a lecture hour at 
which all students enrolled in the course meet en masse. The other four 
hours each week are made up in sections of not more than 25 to 30 men 
each for class discussion and quiz work on assignments. 

Each week a short quiz is given reviewing the work of the preceding 
week, both lecture and assignments. Three times each term a one hour 
examination is given reviewing the work covered since the preceding 
examination. 

Each class session there is at least one and occasionally two practical 
problems assigned to develop the application of the knowledge which the 
student should have gained from the assignment which he has studied. 
The “laymen” approach to the course can be illustrated no better than 
by reference to a typical problem: 

**A’’ is insured for $150,000, under two policies of $75,000 each, made 
payable to his wife and containing the usual settlement options. With respect 
to the proceeds of this insurance ‘‘A’’ is anxious (1) to permit the principal 
to be reduced to meet the costs of a collegiate education for his two sons, aged 
10 and 15 years; (2) to allow his wife to reduce the principal annually to a 
reasonable degree to meet unforeseen emergency demands, and (3) to give his 
wife a life income, but without the right to liquidate any part of the principal 
—_ the medium of continuous installment options, until the younger child 

ve reached age 25. 

**A’’ also wishes to leave the proceeds under the administration of the 
imsurance company, rather than to entrust the same to a trust company, but 
is advised that his desires cannot be realized with proper flexibility unless the 
administration of a substantial portion of the insurance proceeds is entrusted 
to a trust ne 

(a) Do you agree with this contention, and if so, why? 

(b) Can” **A’s’’ desires be accomplished by leaving all of the insurance 

a insurance company administration, and if so, how? 
y 
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It is interesting to note how the problem method came to be adopted. 
There are eight men teaching the survey course. At the present time 
the youngest of these men has had at least four years of teaching experi- 
ence in the course itself. But at one time there was considerable question 
as to the unity of approach by different instructors to the teaching of 
the course. How could instruction be unified? The answer was found, 
and, I believe, successfully, in the development of problems of the type 
described. 

Proressor Pittion: At Miami we dropped the survey course and 
give the student an opportunity to take a course in life insurance or in 
property and casualty insurance, or both. He may take either or both 
of them. Now, one problem comes up and that is, if a student takes 
both of them, is there some repetition of material? The answer is yes, 
but I don’t think that is very serious and I think anybody who has 
taught that realizes that repetition isn’t half as bad as a good many 
people think it is, because even after you repeat it, they still haven’t got 
very much of it. If you take a course in life insurance for one semester 
and a course in property and casualty insurance in the other, it is still 
boiled down to the point where you have to leave out a good many things. 
We never have an opportunity to talk about surety bonds or credit 
insurance. It isn’t because we don’t think students ought to know it, 
but you just can’t get it all in. 

The choice is between trying to teach the whole field of insurance and 
having the student confused or limiting the field and devoting more 
time to fire and automobile insurance, as Professor Gaumnitz has 
suggested. 

Proressor GauMNITz: I think if you give them a smattering of 
information, it might actually be more harmful than if you would say, 
“Now, there is another field that we haven’t touched upon at all and you 
fellows therefore, as far as the teaching that we have tried to do, have 
not been exposed to it at all and therefore you know nothing about it, 
unless you get it some place else. We haven’t given it to you.” 

If the student wishes to read it, of course, he can do so. I encourage 
students also to do a little bit of extra work peculiar to the individual 
student. Some of them do know quite a bit about special phases because 
of their past interest, but most of the students know very little about 
the bonding side. However, I do not think that is so serious. The point 
is that we can’t cover everything in three days a week. I would rather 
cover a more limited iist of material that they would have a fundamental 
appreciation of, leaving out any memory, where it is put in purely for 
the purpose of making them memorize little clauses in policies. In the 
fire policy, for the first time the students have an opportunity to see 
how a lot of these generalities and fundamental principles actually work 
out in the written form, and it seems to me if they would go through 
a life policy and a fire policy, they would probably realize that there is a 
lot of work to be done before any individual student is qualified to 
comment one way or the other on the bonding side. 





30 THE OBJECTIVES AND CONTENT OF THE SURVEY COURSE 


Mr. Jonas: How many hours of instruction do you generally give 
to the survey? 

Proressok GauMNITZ: In Wisconsin, we are on a semester basis, three 
days a week. 

Mr. Jonas: About how many hours? 

Proressor GauMNITz: About 45. 

Mr. Jonas: The Insurance Society of New York this year is conduct- 
ing a 30-hour course called “The General Principles of Insurance and 
Suretyship,” and they are covering a fairly good general principles 
course on that basis, taking care of the elements of risk-bearing. 

Proressok GauMNiITz: They have a little different problem, appar- 
ently, if they are starting out with that and sliding into surety. 

Mr. Jonas: It goes right along side by side. 

PRoFEssok GAUMNITZ: You mean they cover all branches of insurance? 

Mr. Jonas: From the point of general principles, all branches, includ- 
ing life. In other words, instead of any emphasis on life, fire, marine 
or anything else, it is the general principles applied to all lines, and 
they are doing it within thirty hours. 

ProressoR KAHLER: In the survey of college and university courses 
in insurance and related subjects that I referred to earlier, a study was 
made of 157 survey courses. Six gave under 30 hours of instruction in 
the survey course in insurance; 37 gave between 30 and 44 hours; 76 
gave between 45 and 59 hours; 20 gave between 60 and 74 hours; 2 gave 
between 75 and 89 hours; 4 gave 90 or more hours of instruction ; and 
12 didn’t answer the particular question. At the University of Penn- 
sylvania, we give 77 or 78 hours of instruction and 3 hours for the final 
examination. 

Mr. Jonas: That should be ample time, I think, to give a very good 
survey course; in other words, dealing with the general principles, if 
that is what you are including in the content of a survey course, the 
general principles of suretyship and insurance, both. We have even 
found that difficulty in the Society. Here is a man who represents a fire 
company speaking. He goes off on a tangent and talks about fire and 
that is all he does. We had a round-table discussion there of 6 or 7 
people handling that course and we found that difficulty. Those in the 
fire and the casualty were emphasizing the thing that they knew more 
about and letting the other go, and I suspect we are quite a bit the same 
in a group like this. But it can be done, with proper outlining and 
proper emphasis in breaking it down, so the individual when he gets 
through will be able to then move into the specialized course, or, as you 
say, he can even move into your Casualty, move into your Inland Marine, 
move into your Surety course, or the other specializations. That is the 
purpose of the Insurance Society. 

Proresson GauMNITz: If you have designed a 30-hour course, and if 
you cover risk and risk-bearing and its broad background, life insurance, 
fire insurance and inland marine, it must be quite rapid. 

Mz. Jonas: You go into the essential principles, yes, but you don’t 
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have to go into the breakdown of all the things that make up life insur- 
ance or all the things that make up casualty insurance, because that is 
what you get in your specialized courses. 

ProFessoR BEROLZHEIMER: Are these people in the insurance business ? 

Mr. Jonas: Some of them are; some are getting into it. I have a 
great many of them who are in savings banks. The savings banks of 
New York are going into the life insurance business now, so a good 
many of them are in banks. 

PROFESSOR BEROLZHEIMER: Our students have a certain diffusion so 
far as interest is concerned. Here is a student taking a course in history 
and English and accounting and, well, the whole curriculum. They 
could do that at Wisconsin; they can’t at Northwestern; but, granted 
that they can get all of these things and a course in insurance, now, 
obviously, it is impossible to focus in our work as you people do. 

Mr. Jonas: There is no focusing in this general principles course. 
That is the only thought I have in mind as the thing comes in my 
mind, because, after all, it is a sort of survey course. In other words, 
the Society has found, as Professor Blanchard is quite familiar with, 
because he is on their educational committee—they found in the past 
there used to be a repetition. I used to attend some lectures and one 
man would talk for half an hour and then another man would talk for 
half an hour and nobody got any place. In other words, instead of 
having general principles for fire, general principles for marine and 
general principles for casualty, which is all repetition, you just change 
one or two words and the essential theories of insurance are still there 
and they apply to practically all the lines and it is just a waste of time 
to repeat and repeat. When they get rid of this one general principles 
course, the next year they are ready to go ahead and specialize in any 
course they want. In the university, you would have the general prin- 
ciples course and if someone wants to specialize, they could then, in 
another semester or in another hour, go ahead and do it that way. 

PROFESSOR BEROLZHEIMER: If, as you say, these principles are uni- 
versally the same, why isn’t it, so far as the teaching of insurance to 
undergraduates is concerned, just as logical to use a fire insurance policy 
to do it, or to use fire insurance? After all, we have general students 
here. Why not do that? 

Mr. Jonas: Then you get into what they are doing in the second year. 
You are getting into a specialized course on fire insurance. 

ProFessok GAUMNITZ: You cannot specialize too much if you have 
only 40 hours or so to cover the whole field. I don’t see how you can 
specialize or how you can really say you give them very much on, let us 
say, the bonding side, if you have a 30-hour course and you cover all of 
that. What you probably are narrowing down to is that you have a 
lecture on bonds. Is that about what it would be? 

Mr. Jonas: You go along and state the general principles; then you 
state the variations as they apply to the various lines. You state the 
general principles and then it varies a little bit for fire, it varies a little 
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bit for casualty, but you state the general principles and then you talk 
of that particular point, and then, as a matter of example, for clarifica- 
tion, you can use an example as it is used in fire, as it is used in marine, 
as it is used in casualty, as it is used in surety, and there is no tre- 
mendous difference between your casualty principles and the general 
insurance principles and the surety principles. 

CHAIRMAN Firzeeratp: I would like for Dr. Blanchard to say 
something on this point if he will. 

PROFESSOR BLANCHARD: I have adopted a scheme of courses which is 
completely different from any that have been discussed, since each course 
that I give is a survey course. 

I have gone through three stages. At first, I offered the conventional 
program of courses, a course in life, a course in fire, a course in casualty 
insurance. These individual courses were offered largely bec=::=> there 
was a textbook for each course, and material to fill out the hours. 

My next step was based on the conviction that we ought to present in 
one course the general principles common to the various lines of insur- 
ance, and I introduced a course in general principles as a prerequisite to 
the specialized courses. My difficulty with that course was that I could 
not make it realistic; that it was so abstract that students unfamiliar 
with the facts from which the principles had emerged could not under- 
stand what we were talking about. 

My third step was the adoption of the same general functional outline 
for all courses. I have attempted to take the insurance business apart 
and put it together again for educational purposes according to the plan 
which I suggested in a paper read at the Annual Meeting of the Associa- 
tion in 1934. We happen to talk in terms of insurance, but education 
should be our primary purpose, and it seems to me that education will 
be best accomplished if we teach the interrelations of functions within 
the insurance business as well as the function of the insurance business 
in society. 

We have to assume that students are completely ignorant of insurance 
and lay a certain groundwork in facts before we can properly discuss 
principles. 

I think that it is well to start with contracts, not with the idea of 
giving the student a knowledge of all the various insurance contracts or 
of all the provisions that go into a contract, but to show him what the 
insurance institution furnishes to the insured, and then to discuss types 
of insurers. With this background one is in a position to discuss theory, 
to show how the insurer can sell the thing it sells, and to discuss to some 
extent how it should be used. The subjects of pricing or rates, reserves, 
regulation, etc., naturally follow. Under each head I discuss the subject 
in terms of the various lines of insurance, attempting to demonstrate 
their essential unity, but indicating their principal divergencies. 

Insurance courses have been offered as property insurance, fire insur- 
ance, marine insurance, life insurance, largely because it has been easy 
to follow the organization of the insurance business. 








fica- 
ine, 
tre- 
eral 


h is 
irse 


mal 
rere 


t in 
sur- 
> to 
uld 
liar 
ler- 


line 
art 
lan 
cia- 
‘ion 


will 


1€ss 








THE OBJECTIVES AND CONTENT OF THE SURVEY COURSE 33 


I have thrown overboard completely the idea either of an introductory 
course or of courses divided among the various kinds of insurance. If a 
student is only incidentally interested in insurance, he takes my one-year, 
2-point course. If he is sufficiently interested to put in a considerable 
amount of time, he takes the two-year, 3-point course. I use the same 
outline in both courses but in the latter range over a wider field of illus- 
trative matter and give the student a greater opportunity to participate 
in the discussion. 

CHAIRMAN FirzGERaLp: Dr. Riegel, would you say something on that 
subject ? 

ProressorR RrecEL: It seems to me in the discussion of this problem 
we are faced with a problem which is not peculiar to ourselves alone. 
In the complexity of modern life it is very difficult to fit into the school 
curriculum all the things which people desire pupils to be instructed in. 
That is true in elementary education as well as in college education. 
They are continually being urged to introduce new forms of instruction 
into the schools. When that problem arises, you are faced with a certain 
limited budget of time and the problem then is to pick and choose the 
things which will be put into that budget of time. 

To illustrate the complexity, I might draw on a personal experience. 
When I first began to teach, I was connected with two different courses 
which had some slight connection but not very great, and I thought it 
would be a very desirable situation if I could get into the position where 
I had only one subject to teach and that job would become a very easy 
one if I could only concentrate on insurance, let us say. Then, when I 
reached that stage, the business had also advanced and I began to wonder 
whether it wouldn’t be a good idea to specialize on some particular 
branch of insurance, finding that my energies were being dissipated over 
a very much wider field than I had ever imagined. I think it would 
easily be possible to give insurance courses on even parts of these fields, 
considering the complexity that we have reached today. 

So you have to divide up your available amount of time among all 
those things which students request or demand, and which the public is 
looking for. So the business school is asked to give courses on advertis- 
ing, to give courses on real estate, to give courses on insurance, to give 
courses on marketing, to give courses on accounting, to give courses on 
corporation finance, to give courses on banking, to give courses on 
foreign commerce, and a whole host of other things. It is impossible to 
give them all. 

Now, the survey course, it seems to me, is an effort to arrive at a 
compromise, inasmuch as a certain amount of time only is available in 
institutions. For the great majority of students the idea is conceived of 
compressing all the more valuable parts of these individual courses into 
one course, and that is termed a survey course. 

A good deal of the discussion which we have had, it seems to me, rests 
upon certain implications. The implication upon the part of those who 
favor specialized courses is that a general course is a hodge-podge which 
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consists of a good many unrelated subjects and deals with a great many 
details which are not very essential anyhow. The implication on the 
part of those who favor the general course is that the specialized course 
is not sufficiently broad. 

I don’t believe that it is necessary to infer that in either case. It 
seems to me it might be conceded that a general or a survey course might 
be taught with a sufficient amount of detail to make it vivid by restrict- 
ing the scope of the subject-matter; that is, instea® of passing very 
lightly over everything that one can think of, to do a ittle picking and 
choosing and then spend enough time on those thinge ‘iat are selected 
to do a fairly good job. 

On the other hand, I can easily conceive of a specialize course which 
would be taught by someone who had a good deal of knowledge about 
other fields of insurance and who could introduce into that specialized 
course a series of comparisons, analogies and contrasts which would send 
the student out of the specialized course with not only a knowledge of 
life insurance, let us say, but a knowledge of some of the aspects, at 
least, of a good many other different phases of the insurance business. 

Of course, I differ with Dr. Blanchard. That is a time-honored differ- 
ence which it is a matter of principle for both of us to keep established 
and not to let die out in the public mind. 

CHAIRMAN FirzGeRaLp: Is it like Walter Winchell and Ben Bernie? 

Proressor Rrecet: As teachers, we like to feel that there are certain 
fundamental principles. That, to me, seems more and more largely a 
wish than an actuality. When we come to try to analyze these principles, 
we find that the exceptions are greater than the rules. In one course, for 
example, we say that rates should be based upon cost and you should 
have cooperative rate-making. Then we go into a life insurance course 
and say, “Now, the life insurance rates are kept at a proper level by 
competition, which is a very desirable thing.” Or we teach the principle 
of indemnity and then we say, “Now, of course, this principle isn’t 
followed in marine insurance because that is a business of a different 
type and therefore you have to vary from this principle which has been 
established.” 

In one business we consider that a standard provision is a satisfactory 
method of regulating the business. In another one we say, “No, that 
isn’t satisfactory ; we ought to have a standard policy.” In still another 
business, we say it would be undesirable to standardize the policies at all. 
So I am not convinced that as yet the insurance business has developed 
a general set of principles so that one could set up a survey course which 
was based upon principles alone. But at the same time I don’t believe 
that it would be necessary to teach the various types of insurance in 
water-tight compartments, so to speak, so that the individual who studied 
one form couldn’t learn something about the other. 

CuarmMan Firzcrratp: I would like to ask Dr. Berolzheimer to say 
something about what he thinks of fitting into the general course some- 
thing about Social Security. 
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ProressoR BEROLZHEIMER: I am interested, from a purely selfish 
point of view, in the reaction of you people in the audience. I would 
just like to know in this survey course, granted that we all agree now on 
what a survey course is, or a specialized course, just what place we are 
going to give to the Social Security program, if any. Whether this is 
the place for it, particularly in a conservative, hidebound curriculum 
such as we have at Northwestern, where there is no course in social 
security as such, or in social insurance. It is taught a bit in the ele- 
mentary course in economics ; it is taught in industrial organization and 
management. Mention is made of it in sociology; mention is made of 
it again in certain English courses, for some reason, and I just wonder 
whether you people have any experience or any point of view about 
whether or not any emphasis at all on the Social Security program 
should come to students in insurance. 

CHAIRMAN FirzGERatp: Is there anybody who wants to say anything 
about that, or about anything else? I think we might hear from a num- 
ber of people, about a minute apiece. We have a little time left and we 
might have some minute speakers. Here is Professor Manes. I know 
we would all like to hear from him. 

ProrgessokR Manes: Perhaps I may answer Mr. Berolzheimer’s ques- 
tion in view of the fact that the same question came up as long as 40 or 
50 years ago in most European countries. 

First I want to mention that what Dr. Blanchard called his third 
step, was my first step, and I am glad that we arrived at the same goal. 
For 35 years I have been teaching what Professor Riegel considered 
impossible, and I must say that more than ever I feel it necessary to 
introduce what Mr. Jonas and Professor Blanchard have proposed. 

It seems to me that in most classes, the routine of business is explained. 
Is it really the duty of a university to offer such work? In any case 
there should be besides special classes, commenting on the policies and 
techniques of the insurance companies, a class on principles of insurance 
on a scientific basis. It is a hard work, in my opinion, which I experi- 
enced in 314 decades, to find out the general principles. But I think it 
was an incorrect criticism to say that the insurance business has not yet 
found the general principles. That isn’t the responsibility of the insur- 
ance companies, but of the professors. University teachers should not 
be servants, but they should try to lead insurance with new ideas, even 
though for the most part these ideas won’t be fulfilled during the lifetime 
of the originator. 

Now some remarks in regard to teaching social insurance. Let me say 
social insurance and not social security, because the Social Security Act 
is a mixture of insurance and relief work. In an insurance class, relief 
work should not be considered. One has to pick out the insurance part 
of the Social Security Act, then add all other social insurance matters 
and treat social insurance exactly like private insurance. For instance, 
in the history of insurance, one has to teach how the social idea of 
insurance has developed from as far back as the fifteenth century up to 
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its form in which we have it today. Or take, for instance, the chapter on 
insurance enterprises. I don’t see how one could teach insurance without 
treating the problem of the advantages and disadvantages of all kinds 
of enterprises and funds. In a similar way this has been done in Pro- 
fessor Riegel’s and Loman’s book. There should be added a chapter on 
the advantages and disadvantages of social insurance on the one side, 
and private insurance on the other. I can’t see how one really could 
teach insurance from a scientific viewpoint, without treating all the 
principles of social insurance. Since I am so very fortunate as to live 
in this country, I have found that great progress has been made in many 
of these points just mentioned. Perhaps it would be of interest to you 
to hear that at Indiana University during the next semester, there will 
be inaugurated a seminar class in which the professors of six depart- 
ments are joining: the School of Business, the Departments of Soci- 
ology, Economics and Government, the School of Law and the School 
of Medicine. The idea is to offer the viewpoints of all these depart- 
ments in regard to health insurance and to study the best American way, 
or ways, to solve the problem by private insurance companies and by 
social laws. We will try to overcome the isolation of all these depart- 
ments which is so strong that the one is almost entirely ignorant of the 
other. We are going to try to bring them together. We can’t tell just 
what the outcome will be. Certainly besides the six professors, at least 
six students will be present, and several students intend to publish 
theses on the health insurance problems. 

I think the most appropriate words I heard here this morning were 
those of the first reporters: “stepchild insurance.” In fact, the “step- 
child insurance” in American textbooks of economists sometimes is 
scarcely mentioned. I tried, with my students in my seminar, to pick 
out from the textbooks on economics what or what not the authors are 
writing on insurance. I’ve forgotten the exact total, but out of approxi- 
mately 10,000 pages, perhaps 50 pages are on insurance. You find much 
more written on gambling, speculation and other kinds of risk bearing. 
It is not difficult to get the impression that perhaps to treat insurance 
exclusively from the viewpoint of risk bearing is a little dangerous to 
insurance, because, as mentioned here, the public has the idea, “Oh, it’s 
just another form of gambling. Isn’t it better to go on the stock exchange 
or to try anything else?” That is the impression which I sometimes 
received from reading the lines on insurance in textbooks by economists. 

I am pretty sure that some of the next editions of textbooks on eco- 
nomics will contain more on insurance. I really don’t understand why 
an author who writes on economics doesn’t treat insurance in a more 
comprehensive way. I don’t know of any subject which has more inter- 
esting economic sides than insurance. If there could be an opportunity 
of bringing together the representatives of the various departments, 
business, law, economics, sociology, etc., to handle insurance as I tried 
to do in my “Versicherungs-Lexikon,” where professors and practi- 
tioners, doctors and lawyers, mathematicians and engineers, etc., wrote 
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the articles on all fields of insurance, then really you would get the ideal 
face on insurance. What you call a survey I think should be an extract— 
a first-class extract out of this combination of sciences which have to do 
with insurance. It’s hard work but you are hard workers, and I’m 
pretty sure that in the future there will follow at all the universities 
what Professor Blanchard called the “third step.” 

Mr. Wave Ferzier, Jr.: As both an employer and a seller in this 
business, I would like to get a little bit more clear than I have the 
amount of teaching of some of those principles, the absence of which 
causes a lot of very unintelligent insurance buying. It is very easy for 
us in the business to sell many forms which I believe, and I think many 
of you would believe, have no place in the insurance business, those 
with a high probability of loss but with no very serious loss conse- 
quences. We can sell the extra coverage on automobile accessories or 
things of that kind very easily, but to sell high limits of liability 
coverage is an entirely different matter. I believe there is one principle 
that we would like to see better understood by insurance buyers, the 
principle of buying according to seriousness of the loss rather than the 
probability or frequency of it. 

We hear a lot about differences in cost and bargains in insurance. 
I am sure all of you people know how terribly misleading that type of 
selling is and how many unfortunate insurance purchases are made 
because of believing too much of the bargain story. You know that in 
life insurance there are all sorts of prices, but they all get back to the 
same premium. The differences are in trimmings and they are of no 
consequence; and yet the buyer is led to believe that there are great 
differences and he should shop around for a price. There are some prin- 
ciples of that kind that haven’t been discussed here this morning. They 
probably are included in the subject of principles, but I wonder if that 
isn’t of greater value to us in the business, both from the standpoint of 
prospective employees and prospective users of our product. They under- 
stand the basic functions of it better rather than just the little trim- 
mings and clauses. They never can get a fully comprehensive knowledge 
of contracts and clauses without spending far more time than I believe 
most of them will spend in a university. That remains, I think, our job 
in the business. We have to know more about it and deliver a higher 
type of service to them, but if they would be better informed as to what 
to look for in buying insurance, I think a very useful service to society 
and, incidentally, to us in the business, would be served. 

CHAIRMAN Firzceratp: Somebody else? I would like to ask Pro- 
fessor Kahler what they do at Pennsylvania with students who take the 
general course and then decide to specialize. 

PRoresson KaH eR: In addition to our general course on insurance, 
that is the required course, students who wish to specialize have an 
opportunity to take a number of different advanced courses. There are 
two such courses in life insurance, one in the more advanced principles 
of life insurance and one in life underwriting, specifically designed for 
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those who intend to go into life underwriting itself. There is also a 
specialized course in property insurance and suretyship that covers in 
greater detail fire and allied lines, marine and inland marine insurance 
and suretyship. An additional advanced course in casualty insurance 
goes into the various casualty lines, about half of the course being 
devoted to a discussion of liability and compensation insurance and the 
other half to the other casualty lines. These courses delve more deeply, 
of course, into each one of the fields of insurance than would be at all 
possible in the survey course. Their primary objective is to take care of 
men who wish to engage in insurance as a career. We also offer a course 
in loss prevention and one in actuarial science. 

CHAIRMAN FirzGERaLp: Anybody else? Professor Bowers, I don’t 
know whether you still teach a course of general insurance or not. You 
used to. Maybe, as Chairman of the Program Committee, you would 
like to give us a knockout blow here of some kind and let us adjourn. 

ProressoR Bowers: No, Mr. Chairman, I have no such idea, but I 
would like to take advantage of this opportunity to have a count of the 
hands again to see how many in this group wish to visit the Under- 
writers’ Laboratories tomorrow morning at 9:30. I think this is an 
experience that will be particularly interesting to teachers of insurance 
and others. They are very anxious to know how many will be present so 
that they will know what sort of a performance to put on for us. 

CHAIRMAN FirzGEeRALp: Well, we thank the members of the panel, 
and maybe I ought to especially thank the members in the audience for 
enduring these two hours. I think everything has been mighty nice and 
I wish you a happy time during the rest of the Christmas season and 
the best year you have ever had in 1941. 

Recessed for lunch at 12:15 P. M. 
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LUNCHEON MEETING 


SIGNIFICANT DEVELOPMENTS 
IN INSURANCE EDUCATION 


Chairman: Davin McCanan 


Preceding the opening of the session, each one attending the luncheon 
introduced the person sitting on his left. 


REporRT OF COMMITTEE ON COLLEGIATE PREPARATION 
For Lire UNDERWRITING 


PRESIDENT MoCaunawn: Dr. Riegel suggested to me this morning that 
I call attention to the availability of the Educational Research Bulletin 
dealing with college and university instruction in insurance and related 
business subjects, as evidently there are some who are not familiar with 
it. If there is anyone who hasn’t a copy and would like one, won’t you 
please let me know and I will see that it is sent to you? We want to 
be sure that everyone in insurance educational work has an opportunity, 
if he desires it, to receive a copy. 

Our discussion this morning was very interesting to me because it 
called to mind some of the correspondence I had in making that par- 
ticular study, when teachers from various parts of the country raised 
questions regarding the objectives of the general or survey course, the 
texts which would be most suitable, the teaching methods which should 
be employed, etc. 

One of the most difficult problems was to draw a line between a gen- 
eral or survey course on the one hand and a special course on the other. 
To some extent that problem arises from lack of uniformity in termin- 
ology. It reminds me of my four-year-old boy who went over to the 
airport with me when I came out to Chicago last month. He had never 
been in a transport plane before so I took him aboard ard showed him 
what I knew about it, and then the stewardess gave him a stick of 
chewing gum. As he came out, my wife asked him where he got the 
stick of gum, to which his reply was: “Well, it was from the aeroplane’s 
daughter.” 

We may talk about different things under a variety of different names, 
but one thing which impressed me this morning was that we are all 
thinking in terms, let us say, of a general student who may not specialize 
in insurance, or who may not go into insurance as a vocation. Also, that 
we possibly ought to take into consideration the fact that much of our 
insurance teaching is governed by the textbooks that have been prepared 
in the past, and much of it is governed by the particular slant, the 
distinctive background, from which the teacher has approached it. If he 
is an actuary, he has approached it as a mathematical subject. If he is a 
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lawyer, he has approached it as a legal subject, etc. And that has been 
a problem. 

But there is still another problem which is related to one of the subjects 
that is scheduled for this afternoon. That is, just what ought the college 
or university do in preparing men who are to go into insurance careers? 
We discussed this morning what it should do for the general student who 
will, in all probability, not go into insurance. But from the standpoint 
of the man who is going into insurance, what preparation should he get 
in the college or university? What additional training ought the insur- 
ance institution to provide for him? What procedure can be worked out 
to open up the avenue from the college or university into the insurance 
institution so that there is a normal, logical development and so that we 
may avoid any overlapping of functions which might come from the 
educational institution attempting to do things which presumably ought 
to be done by the insurance companies and agencies, or vice versa? 

That problem came to the fore initially in our thinking in connection 
with the people who are preparing for life insurance, especially those 
who are going into field work. We have never had a well-defined channel 
from the colleges or universities into field work which would enable 
high-grade men to go into that on a career basis as they might go into 
law or accounting. This is a matter with which I have been personally 
concerned for a number of reasons, since some satisfactory plan would 
not only constitute a means of helping graduates to get placed and to 
be able to develop after they are placed, but also, it would be a means of 
providing the insuring public with adequately educated advisers. 

Before we ask for Dr. Loman’s report, I should like to read a statement 
which I made to the Committee on Training of the Association of Life 
Agency Officers two years ago with regard to this. Judging from the 
correspondence which I have had during the past year with various 
college and university teachers, I know that there are a good many who 
share these sentiments. 

“. . . If the institution of life insurance, through your Association 
of Life Agency Officers, should formulate a plan for inducting and 
developing college graduates who possess a broad education in C. L. U. 
subjects, and who are able to meet certain high standards as to initiative, 
aptitude, judgment, etc., and if this plan should be presented, let us 
say, to the deans of the 48 members of the American Association of 
Collegiate Schools of Business with the assurance that a given number 
(possibly varied according to the size of the school) of its graduates 
who meet the requirements would be given an opportunity to start on a 
salaried basis under the supervision of men especially selected for their 
man-building abilities, you would secure amazing results. Such a plan 
might well provide for a preliminary selection at the end of a student’s 
Sophomore year in order that those who are strong in personal qualities 
desirable for life underwriting may be urged in their remaining years 
to include all the C. L. U. subjects which they have not thus far studied. 
My personal belief is that such a proposal would be far-reaching in its 
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effects by (1) encouraging deans and other educational leaders to study 
educational needs of life underwriting in order to round out their 
curricula for meeting these needs more adequately, (2) changing the 
point of view of students as to the opportunities for the educated man 
in life insurance, thereby inducing a larger number of abler men to 
prepare for underwriting as a career, (3) transforming generally the 
attitude of college men toward life underwriting through campus and 
fraternity house discussion which centers about the fact that this institu- 
tion has a real place for college and university men—‘if they’re good,’ 
and (4) stimulating the general education of all lay students in life insur- 
ance by making teachers and students alike ‘insurance conscious.’ . . .” 

The agency officers were asked if they would appoint a committee to 
consider this and the American College of Life Underwriters appointed 
a committee from its Board of Trustees and then, as you will recall, Dr. 
Riegel appointed a committee from this Association at the last annual 
meeting. Arrangements were made to have a joint meeting of those 
three committees in September. Dr. Loman, who is the Chairman of 
this Association’s Committee, will report on the progress so far. 

Dr. Loman: Mr. Chairman, members and guests: I would like to 
submit the following report. The Committee is known as the Committee 
on Collegiate Preparation for Life Underwriting. Before retiring from 
the presidency of the A. A. U. T. I., Dr. Riegel appointed a committee 
consisting of Dr. Ralph H. Blanchard, Dr. Edison L. Bowers and Dr. 
Harry J. Loman on “College Training of Insurance Agents.” Later it 
was deemed advisable to change the title of this committee to “Collegiate 
Preparation for Life Underwriting.” 

The origin of the committee was at the suggestion of Dr. McCahan, 
who informed your Executive Committee in December, 1939, that in the 
near future the Life Agency Officers were likely to consider a plan for 
the training of college men for life underwriting careers. The general 
objective of this plan was to overcome obstacles inherent in the present 
method of selection and training. Such an action would be important 
not only to the insurance business but also to the educational institutions 
and their students. It would be especially important to teachers of 
insurance. Therefore, in order that the Association of Insurance Teachers 
could be associated with such a movement, it was decided that the present 
committee should be appointed to act in an advisory capacity in the 
event the Association of Life Agency Officers decided to go ahead with 
a plan of training. 

Your committee heard no more about the matter until they were 
invited to attend, on September 24, 1940, a joint meeting of the Educa- 
tional Committee of the Life Agency Officers’ Association and represen- 
tatives of the American College of Life Underwriters. The chairman of 
the A. A. U. T. I. Committee was the only member of that Committee 
who was present at the joint meeting. Dr. Bowers could not arrange to 
be present and Dr. Blanchard’s invitation had been mis-sent. I want to 
call the attention of those present to the fact that it was not the Chair- 
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man of the A. A. U. T. I. Committee who sent out the invitations. Those 
invitations came from the Chairman of the Life Agency Officers’ Com- 
mittee and he apparently felt that Dr. Blanchard was still connected 
with the University of Pennsylvania. 

At this joint meeting the Chairman of the A. A. U. T. I. Committee 
was asked to present his views concerning the training and selection of 
college students for life underwriting careers. Since these remarks were 
the personal views of the Chairman of your Committee, they are not 
incorporated in the body of this report but are submitted as an appendix. 
Their pertinence to this report is partly due to the fact that a statement 
of present obstacles to college men choosing life underwriting as a 
vocation served as a challenge and stimulus to the Life Agency Officers’ 
Association committee to take some action, and partly because of general 
agreement on some of the features of a suggested plan of training aimed 
to overcome these obstacles. 

The Life Agency Officers’ Committee has had three meetings since 
September 24th for the express purpose of discussing the ways and means 
to carry out the general ideas of the plan. They now have created three 
subcommittees to work on specific phases, namely, a committee to set 
standards for participating colleges, a committee to consider the pro- 
cedure for selecting students, and one for setting standards for com- 
panies and agents to follow in their training procedures. The reports 
of these committees will be acted on early in February and it is antici- 
pated that some definite plan, at least on an experimental basis, will be 
announced some time early in the Spring of 1941. 

The appendix to this report is merely in outline form and, as I pointed 
out, this represented the personal views of the Chairman of the Com- 
mittee, namely, myself, and, no other member of our Committee being 
present at the meeting, when I was called upon to make a statement of 
my attitude, I made this statement. The other two members of the 
Committee, Dr. Blanchard and Dr. Bowers, have agreed with the report 
that I have given so far. That is the Committee’s report. The appendix 
contains my personal views and is pertinent to the committee report 
because it apparently did serve to some extent +o get the Life Agency 
Officers’ Committee to take some action. As the latter part of the report 
points out, they have had three meetings and they have appointed three 
subcommittees, which presumably will take some action of a favorable 
nature in the near future. 

You may be interested in these comments in outline form. They may 
be incorporated as an appendix to the report and I might read them 
to you now: 

1. Obstacles to getting students to major in insurance for the purpose 
of becoming life underwriters: 

a. College student not impressed with the permanency of employ- 
ment. (Large turnover of insurance underwriters is well known. ) 

b. Parents of students not conscious that college education is 
needed by life underwriter. 
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ce. Those who recruit (general agents, etc.) have ignored the nature 
and quality of work done by college men. Too much emphasis 
on “whom you know” rather than “what you know.” 

d. No clear-cut route or routes into permanent career of under- 
writing, as in law or accounting. 

e. Teachers hesitate to exert influence on students to prepare for 
life underwriting when they, too, have doubts about the condi- 
tions of employment. 


2. Features of a suggested plan of training of career underwriters. 
That is, if they wished to adopt a plan, I personally favored these 
particular features : 


a. Adopt some basis of selecting business administration students 
at the end of the sophomore or junior year to major in insurance. 

b. Central organization to give tests, e. g., the Association of Life 
Agency Officers. In the course of the meeting, John Marshall 
Holcombe pointed out that most likely the Life Insurance Sales 
Research Bureau could take care of that particular job. 

c. Use the results of these tests to recommend that students major 
in insurance. You see, this test would be given at the end of 
their second year and they would have two more years in which 
they could take subjects, either in insurance or others that were 
considered necessary to the training of one who was going to 
enter insurance as a life profession. 

. Indicate the nature of the work to be taken in college. Colleges 
can teach background courses and fundamentals of insurance 
but not the techniques. I placed considerable emphasis on the 
fact that too many of the general agents who were doing recruit- 
ing came to the colleges and sought men on the basis, first, of 
whom they knew, and secondly, if they had insurance training, 
they wanted them to have very technical insurance training. 
They wanted them to know sales techniques, for instance, and 
I emphasized fhe fact that I didn’t believe that was a thing 
that could be taught in the university and that we would do 
better to stick to the teaching of the fundamentals of insurance, 
associated subjects, and the general business background. 

The specialized vocational training to be given after gradua- 
tion is something they would have to agree to take care of. 
That is, any plan that would be worked out in conjunction with 
the colleges would involve a plan whereby they would agree 
that they would be responsible for a certain part of the training, 
i. e., the agencies and the home offices would be responsible for 
taking care of a certain part of the training, and the colleges 
another part of it. We would have to agree on the division and 
I would emphasize that all of that which was specialized voca- 
tional training did not belong in the colleges. 
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e. Have the student serve an interneship under the supervision 
of an experienced underwriter. Instead of trying to turn him 
loose in the field, or instead of depending on him to be trained 
by the colleges to take care of the actual underwriting of insur- 
ance, let him serve an interneship under the supervision of 
some experienced person. 

f. Guarantee him a minimum salary for a period of 12 months. 
This is based pretty largely on the fact that life underwriters 
have a very difficult time for the first few months they are in 
business. Other than tapping their friends, they most likely do 
not produce and unless a man is given some assurance of a 
steady income during the period of 12 months when he is get- 
ting adjusted, he most likely is not going to stay in that business 
beyond the period when he has been tapping his friends. 

g- No person should go into this program of training without 
meeting the specified conditions. The thought behind that was 
that possibly some of the general agents would have men that 
they would like to squeeze into a plan of this kind, especially 
the part for which they were responsible. That would imme- 
diately lead to the breakdown of the system. Unless there is a 
definite agreement that the men who are trained in the colleges 
have taken certain work that they are supposed to take as 
prerequisite to entering the vocationalized work given by the 
companies, it means the same old mixture jhat they have always 
gone through and the group of men coming from the colleges 
will have no particular incentive to prepare in the way that 
I have indicated here. 

h. Limit the plan at first to students in colleges which are members 
of the American Association of Collegiate Schools of Business. 
Of course there might be some other standard, but at the time 
I couldn’t think of any other satisfactory standard that we might 
apply excepting the Association of Collegiate Schools of Business. 


i. Let each student select his own company. When it comes to 
this matter of recruiting, there should not be a plan in effect 
whereby the companies would have decided who they were going 
to get at the end of the second year, for instance, of a man’s 
career in college. The student would do his selecting from all 
the companies that had entered the plan, at the end of his four 
years of college work. 

































I have a comment on this scheme, as follows: 


Such a plan as that briefly outlined implies (1) there can be agree- 
ment on the subject matter which the student will get in college; 
(2) that the employer will assume the responsibility for teaching the 
techniques of the business; and (3) that the companies will indicate 
the approximate number of graduates that they are willing to absorb 
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each year. Some of these points are bones of contention that will have 
to be straightened out and call for a great deal of negotiating before the 
plan as outlined could be put into effect. 

PRESIDENT MoCanan: Thank you very much, Dr. Loman. 

I would like to add in connection with Dr. Loman’s report that in 
presenting this matter to the agency executives, we have kept before 
them the idea that they have to make an entirely fresh approach to the 
recruiting of young college men; that they have to forget the methods 
that have been used in the past (both in recruiting and in training), 
and that possibly the best way to get at it is to analyze what they expect 
from a life underwriter who is to be permanent, who is to render a really 
professional service and who is to perform that service on a dignified 
basis over a long period of time. After knowing what they expect the 
underwriter to do, they should be able to determine the equipment which 
is needed to do it. 

I personally visualize in professional terms the quality of service which 
I believe the insuring public should receive. And in those terms, the 
essentials for success of those who would render such service appear to 
fall into four groups. 

First, a group of personality qualities on the part of the individual 
which a person ought to have if he is going into any form of distribution 
work where he is coming in contact with the public, such as initiative 
and resourcefulness, a liking for people, and other things of that kind. 

Second, a broad understanding of his environment and of what he is 
trying to do therein—an understanding of the whys, if you like. We 
might express this another way by saying that he should have a sound 
basic education in the social sciences, in insurance and in all related 
business subjects. 

Third, an understanding of the what and the how—the techniques, 
the skills, etc., that are necessary to apply his knowledge effectively. 
This could be expressed another way by saying that he should have 
adequate training or drill in handling cases so that he develops a higher 
degree of proficiency therein. 

Fourth, a growing body of worthwhile associations with people who 
have confidence in him and who will need, utilize and value his services— 
or, if you like, good personal contacts. 

Now, if men are picked only on the basis of the contacts that they 
have, or the contacts plus, let us say, some of the personality qualities, 
as has been the case frequently in life insurance, and the educational 
background is ignored, then everything in which we are interested as 
insurance teachers is out of the picture. Furthermore, such a procedure 
is particularly unfair to the recent college graduate when he is put into 
competition with men who have been in the business world for a time 
because his contacts are on the campus among people whom he will 
probably not be able to sell, not only because they will doubtless be 
widely scattered after graduation but also because their incomes for a 
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few years are apt to be small. Therefore he is handicapped since he 
can’t capitalize on the contacts that a man who has been out of college 
eight or ten years in some other business might capitalize on. 

Even if he has prepared for life insurance as a career he is often 
handicapped by the fact that older men in the agencies are prone to 
refer to his educational background derisively if he doesn’t do some- 
thing sensational. He doesn’t understand what the real trouble is, and 
they don’t. He gets discouraged because he hears them coming back and 
grumbling about this and that and he never gets a chance to develop 
the type of contacts which would enable him to use the education and the 
personal qualities which he has to his best interests and to the best 
interests of the insuring public. 

We have proposed to agency executives that, basically, there are certain 
things which should be done as regards college graduates. One is to 
have the educational institutions give them the “why” in those subjects 
which will help them most in life underwriting. In other words, be sure 
they start with a good understanding of business principles and of the 
environment in which they live. The second is to have the companies 
set up a training plan which is based upon giving them the skills and 
the techniques and which will help them in contact building; in other 
words, supply what is necessary to help them over that initial trying 
period until each can build his own clientele and build it in the right 
way on good service and in a dignified manner. The third is to finance 
them on a basis which will cover living expenses until they have begun 
“to find themselves.” The fourth is to see that they are under the super- 
vision of people who understand the problem and know how to meet it 
as young recent graduates just can’t be handled on the same basis as 
older college graduates who have had eight or ten years of business 
experience, even if personality qualities and educational background are 
identical. 

The committee to which Dr. Loman referred has been working on 
different angles of this proposal and the fact that it has had meetings— 
one here in Chicago in October, another in Hartford in November, and a 
third scheduled for New York in February—to which men came from 
all parts of the country is most encouraging. The fact that these men 
have spent so much time, that they have carefully studied various angles 
and that they are recognizing the responsibilities which such a project 
implies is an indication that they are trying to make an entirely fresh 
approach to the problem of recruiting college men. After all, what Dr. 
Loman told them about the attitudes on the campus was very mild in 
comparison with what they found out themselves in a survey they made 
among placement officers. They received some very frank comments 
about the good will and public relations aspects of the way that they 
have been handling college men, so that they really want any new plan 
to meet these criticisms squarely. 

Before we open this subject for discussion I want to read you a letter 
that came from one of our own members, Mr. G. F. Michelbacher, Vice- 
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President of the Great American Indemnity Company. Without know- 
ing anything about this other project, he says: 

“In my opinion, most of the available university courses in insurance 
are designed merely to give a business man a working knowledge of the 
principles and practices of the insurance business. That is, of course, a 
worthy cause, but I have a feeling that the insurance business as a whole 
would welcome another approach to the problem, and that is the develop- 
ment in at least a few of our universities of courses designed to train 
men for active participation in the insurance business. I think your 
Association might well consider not only the desirability of sponsoring 
courses designed to train men for insurance careers but also appropriate 
ways and means of accomplishing this result.” 

Then he goes on to suggest approaches to the problem. 

We plan to take up tonight at the business meeting a proposal in 
connection with professional standards for property and casualty insur- 
ance. It occurred to me in connection with this that maybe the time has 
come to broaden the scope of Dr. Loman’s committee and make it 
“Collegiate Preparation for Insurance Careers.” There is a big field for 
such a committee, not only in working out the plans by which graduates 
can get into the right channels to lead them into insurance careers, but 
also in formulating just what the colleges and universities ought to do 
in a more specific way, so that we don’t duplicate company training 
work and so that the men who go into insurance will be able to build 
from where they are when they finish college or university. 

I know that some of you have views on this and I am sure that it 
would be helpful to all of us if we might have your suggestions. Is there 
anyone who particularly would like to make some comment or who has 
any questions? Or who has some difference of opinion that would 
perhaps be even more illuminating? 

Dr. Hepes: Mr. Chairman, I would like to raise a question in con- 
nection with Dr. Loman’s point about interneship. He made the point 
that there should not be selection in advance of the particular persons 
who are to go with a certain company. That seems to me to involve 
certain practical difficulties. I don’t know whether this group is ready 
to consider those practical difficulties at this time or not but I am just 
wondering how you can accomplish training under a qualified life under- 
writer, as you mentioned it, without some advance commitment. I can 
see that it may be possible but it is going to involve a change in the 
point of view of the life insurance people, it seems to me. 

PRESIDENT McCaHan: What do you mean by advance commitment? 

Dr. Hepars: Well, the matter of some commitment on the part of 
the student that if he works with, or rather that if a life underwriter 
with a particular company devotes time to training that student in his 
earlier years, there will be some advance commitment that that particular 
boy will go with that company when he finishes. 

Dr. Loman: It is not my thought that the company would do any- 
thing about training the man until after he completed his college career. 
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He would decide to major in insurance at the end of his second year. 
He would be a major the last two years but not be employed as a life 
underwriter during those two years. If he is employed during those two 
years, it seems to me we are mixing two plans. If the colleges are to 
assume a responsibility for taking care of a certain portion of the train- 
ing and the companies agree to take care of another portion of the 
training, I think we had better keep them apart, and the company 
training should not be given during the college career of the student. 
Also the student should be allowed to select his company near the end 
of his college career. If companies can go in and pick the men at the 
end of the second year, let us say, just as soon as the aptitude tests have 
been taken, I think the whole plan is likely to break down. 

Presmpent McCanan: One other comment which might be interest- 
ing to you there, Dr. Hedges, is that this matter of selecting men and 
determining just how they are to be handled is one which has perhaps 
received more consideration in the committee meetings with the agency 
officers than anything else. In other words, they recognize that, if you 
like, it is up to them to make good and to see that they help these men 
to make good, and there have been a number of ideas expressed as to 
the ways in which this might be done. 

The president of one company, and a very aggressive, able man, 
believes that perhaps the best way is to start these men in the cashier’s 
office. His thought is that this specialized training be given concur- 
rently ; that is, the graduate would work on certain types of cases with 
different underwriters, seeing their applications go through and how 
they handle problems, etc. Thus, he would get something of the feel of 
the whole thing and ultimately would begin to think, “This or that 
underwriter is able to make a success by selling certain classes of people 
in particular ways. I wonder if I couldn’t do the same thing just as 
well, or even better.” 

Then there is the view that these men should be in a separate unit. 
Henry Faser, a general agent in Boston, whom some of you know, had 
a separate college man’s unit in New York, one which worked out very 
satisfactorily. He told me that when he went to Boston and tried to 
combine recent college graduates with older men, the results were not 
good. He concluded that the trouble was that he was trying to combine 
two groups of people in his training plan who had different character- 
istics and he had to segregate, if you like, the college graduates, the 
recent men, and handle them on a different basis and with a different 
type of training. 

There are some who think it would be a good idea to bring recent 
graduates into the home office agency department for a certain period 
of time and move them around in different branches thereof so that they 
get acquainted with the whole field of work. In fact, there are doubtless 
many well-reasoned views as to the ways in which agency executives can 
graduaily get these men into life insurance, or let’s say, ease them over 
the initial period while they are acquiring the techniques and the skills, 
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and building up a clientele. But many executives recognize that they 
just cannot—and I think that is one of the important achievements that 
this Committee has accomplished—put recent college graduates in imme- 
diate direct competition with a group of older men who have been 
inducted because of their broad contacts and expect these young men 
who are just off the campus to make a good showing at once. It is only 
the unusual person who can. 

Mr. Jonas: Is this plan just for the commissioned men alone or for 
salaried men too in the various companies? 

PRESIDENT McCanan: Our approach initially was in connection with 
field representatives. 

Mr. Jonas: But they are still on the commission basis. 

PRESIDENT McoCanan: Not necessarily, because they would be started 
on a salary. In other words, we have suggested that the companies 
definitely guarantee a salary for at least a year. The amount hasn’t been 
settled, but it might be possibly $100 or $125 a month. It would not be 
a drawing account; it would not be charged back against commissions 
or anything like that; it would be a straight salary. 

Mr. Jonas: You probably had in mind that you might include 
casualty in the same way. Would that same theory hold true for the 
man who goes into the general agency business for casualty, fire, etc.? 
You would put him on a straight salary basis in the first year? 

PRESIDENT McoCaHan: We haven’t gotten quite so far. That is a 
different problem but one which is very closely related, and which ought 
to be brought within the scope of our committee. This whole problem 
of collegiate preparation for insurance career is one that should receive 
a good deal of attention and study. Just how it would work out in fire 
or casualty I don’t know. I wouldn’t even want to express my own views 
right now. I have some definite views on a plan for life insurance as to 
what might be done and as to how it might be done, but I am not quite 
certain they are fully applicable in the other fields of insurance. 


Dr. Loman: Mr. Chairman, to keep that clear, let me say that ques- 
tion did come up and I refer you to the first paragraph of the report, 
in which the title of the Committee is referred to as a “Committee on 
College Training of Insurance Agents.” Since we had only one task 
that we were working on currently and other questions might come up 
that couldn’t be answered in the same way as they can in life insurance, 
this next sentence says, “Later it was deemed advisable to change the 
title of this committee to Collegiate Preparation for Life Underwriting.” 
So this present task is confined entirely to life underwriting, not to 
confuse the issue, because there might; be some differences. 


PRESIDENT McCanan: Are there any other comments? 
Dr. Dickinson: It seems strange that I should be sitting here, having 


discussed some of the questions presented by Dr. Loman with the Dean 
of my college on several occasions within the last month. I don’t quite 
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understand some of the mechanics of this arrangement, or see how it fits 
in with the plan that we have been evolving for our own purposes. 

The first thing is, I had to earn my salary at one time by rounding 
out my curriculum by teaching personnel administration, so that phrase 
“aptitude tests” carries with it a considerable amount of dynamite. As 
I understand the report of this committee, there would be developed 
some aptitude tests by some agency such as the Life Insurance Sales 
Research Bureau, Mr. Holcombe’s organization. The first question I 
should like to ask is, in the preparation of those aptitude tests, is there 
to be any participation by Dr. Loman’s committee? I am sure that 
there would be a question of jurisdiction involved. 

So far as my own college is concerned, for the past several years the 
percentage of insurance jobs filled has been lower than that of any 
other demand for college graduates. That is, the demand in relation to 
the supply has been more completely out of line. We can’t possibly fill 
the demand for salaried jobs that are offered our college graduates, so 
we are up against this proposition of taking some presumably out of 
foreign trade and banking, etc., and directing them into insurance, and 
we wish to do that by some sort of an interview system at the end of the 
sophomore year. 

Now, I should like to know if these aptitude tests are to be brought 
into a college and become in some way sponsored by the college. It 
seems to me that the agency making up those aptitude tests should at 
least invite participation, perhaps not by the particular college concerned, 
so that there would be a feeling that those tests were not tests of public 
attitudes towards the T. N. E. C., to use an illustration, which doesn’t 
necessarily represent my own slant on the thing but might represent the 
slant of some others. So I am wondering just how your control will 
work out in the matter of bringing right into the heart of an educational 
institution a plan to divert attention of undergraduates to insurance 
from some other course that they might have followed. 

Dr. Loman: Professor Dickinson, the matter of the aptitude tests 
would not be college sponsored at all in my estimation. They would be 
something given by a central organization. I first suggested that the 
Life Agency Officers should give the tests but Mr. Holcombe suggested 
the possibility that the Life Insurance Sales Research Bureau might 
make such an examination. They would be given just the same as any 
other tests are given by any other prospective employer who may go 
around to a college and say to the man in charge of placement, “Now, 
if you have certain students who should be interested in a plan that I 
have, I would like to have the opportunity of giving them an examina- 
tion. You post a notice to the effect that all those who care to take such 
an examination may do so. It may lead to a job.” 

This involves, you understand, an agreement on the part of the life 
insurance business to take a minimum number of persons each year. 
It would have to go into effect two years after the beginning of the 
aptitude tests. From that time on, they would agree to take a certain 
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number of men. That would be, again let me say, on a salary basis. 
You mentioned your men being on a salary basis at the present time. 
Is that in life underwriting? 

Dr. Dioxtnson: Several have gone into life underwriting. 

Dr. Loman: On a salary basis, not on a drawing account? 

Dr. Dickinson: That is right. 

Dr. Loman: That is a little bit unusual. Most of them are not 
employed under that plan at the present time. Part of the plan which 
I suggested calls for a change whereby they get a minimum of 12 months’ 
salary and it is not on a drawing account basis at all. They serve an 
interneship during that period. Again let me remind you that this 
specific part of the plan is not the committee’s statement but my state- 
ment, and it is certainly subject to many modifications when working 
out the details, but I didn’t contemplate the college supervising or having 
control over that which was the aptitude test. The prospective employ- 
ing companies through a central agency would have to determine 
whether, in a given institution, there were persons who might fit into 
this business, and then they would be encouraged to complete a training 
program with the understanding that in a given year, 1943 or 1944, the 
insurance business would take a stated number of persons. 

There might be 150 who would specialize and the companies might 
agree to take only 100 persons. In this case 50 of them would be entirely 
out of luck, just as they are now under the Bethlehem Steel or General 
Electric selective plans or any of the others. They take only the number 
that they can use. The same thing would apply here. 

PresipENT MoCanan: May I add that at an informal discussion 
held during the meeting of the Association of Life Presidents several 
weeks ago, one of the members of this committee commented on the 
above point about as follows: “Well, maybe the way to handle it would 
be for us to provide such tests and if the college or university wants to 
guide its own people, let it apply them. If it wants to use ours, it may 
do so, or it may use whatever other tests it considers more suitable for 
guidance purposes.” That matter is still under discussion and it does 
raise some problems. Of course, Dr. Loman’s committee was trying to 
meet a situation with which you are all familiar; that is, a whole lot of 
general agents and managers going on a campus with each trying to 
conduct tests for the same group of students. 

I am sorry that our time for discussion of this subject has come to a 
close but I know that Dr. Loman and the other members of the Com- 
mittee, Dr. Bowers and Dr. Blanchard, would later welcome any further 
suggestions or comments which you may have on the work of this 
Committee. 
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Report on “THE S. S. HueBNER FOUNDATION FOR 
INSURANCE EDUCATION” 


PRESIDENT McCanan: The next subject scheduled for consideration 
is the S. S. Huebner Foundation for Insurance Education. 

To give you the background of this Foundation, it is necessary to 
refer to a meeting which was held in New York last April at the call of 
Major Thomas I. Parkinson, Chairman of a special committee repre- 
senting the Association of Life Insurance Presidents. Various national 
life insurance organizations were asked to appoint representatives to 
discuss the form of a recognition which might be accorded to Dr. 
Huebner for his work in insurance education, and which could be 
announced in conjunction with the Testimonial Dinner that was being 
planned by the National Association of Life Underwriters as a special 
feature of its annual fall meeting in Philadelphia. 

A number of proposals were discussed at that meeting and there was 
a general sentiment that something ought to be done which would be 
distinctively of an educational character, waich would be decidedly 
worthwhile and to which Dr. Huebner would be glad to have his name 
attached, and which would be relatively broad in scope so that its benefits 
would not be solely restricted to the University of Pennsylvania, even 
though it might be set up there. 

A subcommittee was appointed to work out a plan which would con- 
form to the various views which had been expressed and which would 
presumably have an appeal to life insurance executives. This subcom- 
mittee later presented a recommendation to joint committees from the 
Association of Life Insurance Presidents, the American Life Conven- 
tion, and the Institute of Life Insurance which was accepted and by 
them submitted to the companies. The proposal was well received and 
the companies agreed that they would contribute $25,000 a year for a 
period of five years. 

There are three types of activities contemplated. The first is to provide 
fellowships and scholarships in the Graduate School of the University, 
primarily for present teachers of insurance in accredited colleges and 
universities or those who expect to teach insurance in such institutions. 
The thought there is that if there are young men in our colleges and 
universities who have been asked to teach insurance courses without prior 
preparation or who may wish to get ready for such work, especially 
young men who would like to study for a Master’s or a Doctor’s degree 
and to major in insurance, that they could be assisted by such fellowships 
or scholarships. It was felt that a group of possibly twelve or fifteen 
such people might be formed which would be in the nature of a teaching 
unit. The members would presumably have many things in common 
and would be in a position, while they are studying for graduate degrees, 
to exchange ideas and to clear their own views respecting major insur- 
ance problems, as well as be given an opportunity to meet some of the 
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outstanding men in the insurance field, or those who are active in other 
types of work which might have a relationship to insurance. Setting up 
this group as a unit at one institution would make possible many col- 
lateral benefits to its members. Approximately 60 to 70 per cent of the 
total fund will be devoted to fellowships and scholarships, the former 
paying $1,000 a year and the latter paying $400 a year. 

Another contemplated activity, and the one in which we perhaps, as 
an Association, are most interested, is the provision of publication grants 
for material which would contribute to insurance education in the col- 
leges and universities and which would not be self-supporting on a 
commercial basis. This means, for instance, that grants might be made 
for financing publications, which would be desirable for strengthening 
the teaching effectiveness of this Association’s members but which our 
membership dues or the potential sales could not justify. It means that 
manuscripts of individual members which might contribute to insurance 
education but which possibly can’t be put on a commercial basis simply 
because of their specialized character, even though they may be of high 
quality, would nevertheless be made available. Research theses, whether 
those theses are written by graduate students at the University of Penn- 
sylvania or written by graduate students elsewhere, and monographs of 
various kinds, could thus be placed in the hands of all insurance 
teachers. About 15 to 20 per cent of the funds would be used in this way. 

The third contemplated type of activity is the establishment of a 
circulating insurance research library. Now, that word “research” is not 
necessarily to be taken too literally. We have found in correspondence 
with college and university teachers, especially with those in some of the 
smaller institutions, that certain of them have not had access to some of 
the basic texts and other books relating to insurance which they would 
like to examine, in order to determine what they should request for their 
own libraries or what they should purchase for themselves. This library 
will be of help in this respect. 

Then, there are various types of insurance research material which 
perhaps is relatively scarce but which possibly could be centered there 
and to which a person who is working on some research subject could 
have access. It is hoped that needed bibliographies can be prepared and 
other things done which would help the teacher who is interested in 
insurance research. 

It is in connection with these last two projects—which I have outlined 
in a very general way and for which some more specific provisions have 
already been suggested that will ultimately have to be included in order 
to put them on a practicable, operating basis—that we will be glad to 
have any suggestions you may care to offer. Let’s take, for instance, the 
matter of publication grants. Have you specific suggestions respecting 
the conditions of such grants or respecting the types of grants? More 
particularly, how do you believe these funds can be applied to the best 
advantage in the field of insurance education? 

We will be glad to have any suggestions or comments which you care 
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to make regarding these projects or the ways in which you feel that they 
might be made most helpful to college and university teachers. 

Professor Dickinson has raised the question of a journal for this 
Association. That is a matter which is coming up tonight, in just a 
little different form. 

Dr. BuancHarp: Mr. Chairman, am I correct in understanding that 
the fellowships and scholarships are wholly to be awarded for work at 
Pennsylvania? 

PresipENt McCanan: That is correct. The plan is to have the 
announcement regarding them, in more specific form, made in the near 
future, and at that time to make available application blanks for use of 
those who may be interested. Announcements will be sent to all col- 
legiate schools of business as well as to all other accredited colleges and 
universities, so that if there is any young man who is interested, some 
young teacher who would like to major in insurance, he will be given 
an opportunity to make application. 

The question came up initially as to whether fellowships and scholar- 
ships should be at Pennsylvania or at a number of institutions. Two 
important factors had to be considered. One was the extent to which 
courses are offered for graduate specialization in insurance. Some of 
the leaders in other institutions had indicated that they didn’t think 
they could be expected to develop the necessary courses for just two or 
three men if successful applicants were spread around. Another factor 
was the advantage to those who received fellowships and scholarships in 
being able to exchange views and join in other activities with a group 
of people seeking a common goal. 

I might say in this connection that the subcommittee to which I have 
referred presented both plans to the joint committees of the three spon- 
soring organizations. In adopting the former on a five-year basis, they 
in effect said that there isn’t any reason why other institutions ultimately 
might not be brought into the picture. On the contrary, the impetus 
given to insurance education by the Foundation might so change the 
situation by the end of five years as to make some other arrangement 
desirable. 

Does that answer your question, Dr. Blanchard? Are there any other 
questions ? 

Dr. T. C. Botton: Would fellowships and scholarships be for men 
who are already teaching? 

PRESIDENT MoCanan: Well, preferably. You see, there is not much 
point to educating a lot of insurance teachers if you can’t place them 
after they are educated. On the other hand, we do have a great many 
men in colleges and universities who tell me: “I got into insurance 
teaching indirectly. The dean felt it was necessary to have a general 
course in insurance and he asked me if I wouldn’t teach it. Now, 
I haven’t had any courses in this; I have had no instruction. What 
should I do? What books ought I to use?” Such a person would appear 
to be a likely prospect for one of these awards. 
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Are there any other questions or suggestions? In connection with the 
publication grants are there any suggestions as to material which would 
be of help to insurance teachers in colleges and universities which is not 
now available but which perhaps might be sponsored by this Foundation? 

Dr. Dickinson: I am wondering about the Insurance Library Asso- 
ciation. For a number of years we have received copies of its quarterly 
publication. I wonder if it would be possible for it, from the librarians’ 
point of view, but more particularly from the insurance teacher’s point 
of view, to expand that publication and develop it as a system of abstracts 
of articles which might run up to as much as 100 words. 

One of the most helpful publications which I receive is that (I can’t 
even recall the exact name of it) published by the Population Association 
of America for which the funds are furnished by a foundation down at 
Princeton, the Milbank Fund, which subsidizes the abstracting of articles 
on population problems. That, to me, in the fields in which I am inter- 
ested, is the most useful single publication which comes to my desk, 
because there I can get, in never more than 100 words, a gist of articles 
published in all languages on population subjects and determine whether 
or not I want to read them. 

I have the feeling that in insurance literature today it is a problem of 
culling through to find out what you want to read further. It would 
certainly be a great source of economy if some agency could be developed, 
and, since the Library Association is started, I thought of it, even 
though I am not sure that it is the right agency, for abstracting insur- 
ance articles, at least in English. 

PRESIDENT McCaHan: Does anybody else have a suggestion to offer? 


Dr. Manzs: May I suggest that it be done not only in English but 
that all the other languages and literature be taken into consideration, 
because, as I said three or four years ago here at the luncheon, if 
America doesn’t take the international viewpoint, then it will disappear 
completely. There is no other place now where international insurance 
literature is considered. And I think it may be useful also to ask 
American insurance men to get acquainted with, let us say, Spanish and 
Portuguese literature; and it would help a little to promote the inter- 
American spirit, too, in insurance. For instance, marine insurance 
certainly is very interesting, but you don’t have an opportunity to get 
acquainted with the literature of Latin America. You don’t find any 
English extracts on it. 

PresipENT McCanan: Are there any other suggestions? I suppose 
that many of us here perhaps don’t feel the same interest in certain 
projects of the Foundation as some of those who aren’t here. If you 
will recall, the survey of insurance instruction in our colleges and univer- 
sities showed that there are about 400 men teaching insurance in our 
higher educational institutions. Many of those are in small colleges and 
universities where this instruction is comparatively new. These projects 
can doubtless be of greater value to them than it can to those of us who 
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already have well developed insurance libraries and who may have on 
hand an adequate supply of research material or who are located in 
centers where we have ready access to it. Of course, some of our educa- 
tional institutions are located in cities where there are insurance com- 
panies having adequate libraries at which the college or university 
teacher can get pretty nearly anything he wants. But all of the insur- 
ance teachers are not that fortunate. Many of them are in college towns 
where they don’t have access either to home offices or to a well-stocked 
insurance section in their own college library. Those people have 
expressed a need for just this sort of thing. As time goes on, I hope 
we can through this Association or in other ways provide an opportunity 
to them for indicating the ways in which this need may be most 
effectively met. 

Our time is up, so if there are no further suggestions, we wiil adjourn 
this meeting. The afternoon session will start at 3:00 o’clock in 
Room 430-A. 








Editor’s Note: Full information regarding the Huebner Foundation is con- 
tained in an announcement published by the Co-operating Committee. Copies are 


obtainable from the Secretary-Treasurer of this Association upon request. 
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AFTERNOON MEETING 
STATE vs. FEDERAL REGULATION OF INSURANCE 
Chairman: Grorce W. GosBLE 


CHarmMAN Gost: I think we are particularly fortunate this after- 
noon to have Professor Havighurst here to lead this discussion on State 
vs. Federal Regulation of Insurance. Professor Havighurst has, as you 
know, done considerable work in insurance. He was appointed by the 
State Bar Association of Illinois to head the drafting committee when 
the proposition was placed before them of drafting the Illinois Insurance 
Code, and you know what a fine job he did there. 

Professor Havighurst has written a number of articles on insurance 
subjects. After the Insurance Code was passed, he wrote an article in 
the Illinois Law Review which was an exposition of the Code and, to 
my mind, was a masterful job. 

Not only has he done a great deal in insurance but he has also made 
noteworthy contributions in the field of contracts. He has a case book 
on the subject of contracts that is regarded by many as a pioneer work. 
I heard last evening a professor of the Harvard Law School speak in 
very high terms of Professor Havighurst’s case book on contracts. He 
said it was really a pioneering job. 

Those of us who are engaged in law school work are very familiar 
with Professor Havighurst’s work. Those of you who are in other 
colleges perhaps haven’t come in so close contact with him. To indicate 
further his diversity and interest and capacity, he served during the last 
year, for six months of the last year, in Assistant Attorney General 
Arnold’s office in Washington in connection with some of the anti-trust 
prosecutions. So it gives me a great deal of pleasure to present to you 
Professor Harold C. Havighurst, of Northwestern University, who will 
discuss the subject of State vs. Federal Regulation of Insurance. 

Proressok Havicuurst: Professor Goble, gentlemen of the Asso- 
ciation : 

For a number of years I have followed rather closely the work of 
this Association. I have read most of the papers as they have been 
published from time to time, including that very excellent one on Moral 
Hazard Clauses in Fire Insurance Policies by your Chairman for this 
afternoon—and I say that, not simply by way of retaliation. 

Unfortunately, conflicting duties have prevented my attendance at 
these meetings in the past but I hope in the future that, just as often as 
possible, at any rate, I shall be able to be present at your meetings. 


Strate vs. FepERAL REGULATION OF INSURANCE 


There has been a good deal of talk in recent months about federal 
regulation of insurance. The interest in the question, I think, is due 
(57) 
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almost entirely to the investigations of the Temporary National Economic 
Committee. The testimony heard at several scattered sittings in 1939 
fills four volumes of the Committee’s reports and covers many phases of 
the life insurance business. The hearings were prepared and staged by 
the Securities and Exchange Commission and this body plans to issue a 
report based on the information obtained. It is generally believed that 
no recommendations for action by the federal government will be made 
in this report, but there will be rather severe criticisms of many insur- 
ance companies’ practices. Some insurance company officials and others 
have held to the belief that Washington would not show so much interest 
in the business unless some action was contemplated. However, as far 
as I know, no responsible person either in or out of the government has 
publicly sponsored any movement for taking the supervision of insurance 
away from the states and placing it in the hands of the federal government. 

It is true that Senator O’Mahoney in the course of the hearings made 
some remarks which have been the subject of comment. Witnesses were 
being examined on lobbying activities of the companies in connection 
with proposed state legislation. It appeared that there were a number of 
measures introduced in some of the states that would have constituted a 
drain on company assets and hence would have affected the interest of 
policyholders in the mutual companies throughout the country. Con- 
fronted by this problem, the Senater indulged in what seems to have been 
only a little thinking out loud. At one point he says: 

**T am merely trying to probe the situation, but here we have clearly 
presented a national business with effects upon the whole economy, with no 


effective system of supervision in = public interest. I feel that those of you 
who are experts in this business and experts in other industrial lines and in 


other lines of commerce could very well advise the National Legislature as to 

what the contents should be of a national system, but that there should be a 

stady.’? system becomes increasingly apparent to me as we proceed with this 
That was back in June, 1939. 

But in September, 1940, before the American Bar Association, and in 
October, before the American Life Convention, the Senator emphatically 
denied that he was an advocate of federal supervision or that the 
T. N. E. C. or any agency connected with it had ever recommended or 
suggested any legislation that would weaken state supervision. Never- 
theless, in spite of these disclaimers, the interest in the possibility of 
Congressional action in the matter persists. 

This is not the first time in our history that the question has been the 
subject of discussion. Immediately after the Civil War, before state 
regulation was well under way, a movement for a federal insurance act 
gained considerable support. It seems to have been stopped in 1869 by 
the Supreme Court holding in Paul v. Virginia, to the effect that insur- 
ance was not “commerce” and therefore it was subject to state licensing. 
It was about that time that most of the carly state legislation was enacted. 

Again, in the early years of this century when state controls seemed 
to be ineffective and the insurance business came to be in bad repute, the 
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question was again agitated. But the Armstrong Committee activities 
and their legislative aftermath in New York and elsewhere gave new vigor 
to state regulation ; there was a general house cleaning by the insurance 
companies ; and the need for federal intervention was no longer felt. 

It is worthy of note, I think, that in the past, when the issue has been 
presented, the insurance interests have always opposed state supervision 
and have apparently looked with favor upon a national system. In the 
two Supreme Court cases where the issue whether insurance was inter- 
state commerce was raised the companies have supported that side. In 
Paul v. Virginia, to which I have already referred, an insurance agent 
sought to avoid a state licensing requirement; and in New York Life 
Insurance Company v. Deer Lodge County, decided in 1913, we find the 
insurance company arguing that a state tax on insurance premiums was 
invalid as a burden on “interstate commerce.” To have upheld the 
contention of the companies in these cases would have greatly weakened 
the power of the states over insurance matters and would have made 
federal supervision inevitable. 

It is hardly necessary for me to say that today the companies are no 
longer on that side. I believe that the insurance people, to a man, are now 
firm in their belief that insurance is not “interstate commerce.” They 
prefer the present system of supervision. Nor are the reasons for this 
difficult to understand. In the first place, the federal government in 
recent years has achieved a reputation for vigorous administration—or, 
as some would say, harassing administration. The accusation has been 
made that it is hostile to business ; and doubtless there are insurance men 
who share this view. Furthermore, although in times past the companies 
have been known to chafe under the compulsions of the state regimes, 
seventy years of living with insurance commissioners have resulted in 
the solution of many difficult problems of adjustment. Either state 
control has become so far harmonized with self-control that the harness 
does not rub, or repeated rubbing has produced a callousness at the 
points of friction. When the unknown, but easily imagined, rigors of 
federal enforcement are contemplated, the yoke of state regulation seems 
easy and its burden seems light. 

Personally, I do not believe that the companies have anything to fear. 
Of course a holding by the Supreme Court that the insurance business 
was “interstate commerce” would upset the apple cart. The legal basis 
for state licensing would crumble. There would then be nothing left to 
do except for the federal government to take over. But I am confident 
that this will not happen. 

It is true that the National Labor Relations Board has recently directed 
that an election be held to ascertain the representatives cf the industrial 
insurance agents of the John Hancock Mutual Life Insurance Company 
for purposes of collective bargaining with the company. There you have 
federal regulation of an insurance company. Insurance publications have 
featured this Labor Board case and the belief is widespread that it 
involves a holding that the insurance business is “interstate commerce” ; 
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that the older Supreme Court cases to which I have referred have been 
disregarded. The opinion of the Board does not refer to these decisions, 
but it does indicate clearly, I think, that its finding in the matter of 
jurisdiction derogates in no way from their validity. The view is not 
that the insurance business is “interstate commerce,” but rather that the 
operations of the company are so closely connected with other interstate 
activities that any disruption of its business by reason of labor difficulties 
would affect “interstate commerce.” This is in line with many other 
decisions giving the Board jurisdiction over labor disputes in a local 
business, and the principle has been affirmed by the Supreme Court in 
the Commonwealth Edison case. 

The particular order of the Board in the John Hancock case is not 
reviewable, but it is conceivable that other orders that are reviewable and 
based on the same theory of jurisdiction will at some time come before 
the courts. If this should occur, since the basis of jurisdiction on the 
Board’s theory is somewhat tenuous, it is possible that it may be driven 
to argue that cases like Paul v. Virginia should be overruled. As I said 
before, however, I am pretty sure that the basis of state jurisdiction is 
safe from what we might call this juristic hazard. 

If you will pardon one more word in a legalistic vein, I would like to 
say that, as instanced by the theory of the John Hancock case before the 
Labor Board, the power of Congress to regulate insurance is by no means 
dependent upon a holding that the insurance business is “commerce.” 
More and more in recent years Congressional enactments, operating 
directly in fields not in themselves a proper subject of national control, 
have been upheld because they afford protection for activities which are 
entrusted to the care of the national government by the Constitution. 
Thus since the insurance companies lend money to great enterprises 
engaged in interstate commerce and afford insurance facilities necessary 
for the proper conduct of such commerce, it is apparent that it is within 
the power of Congress to enact extensive regulatory measures designed 
to maintain the effective functioning of insurance companies. What the 
limitations on this principle as a basis for national control are, no one 
can safely predict; but it is probable that if Congress should choose to 
exert its power in this respect together with its power over the mails to 
the maximum, state supervision would be rendered superfluous, and 
might be expected eventually to die out. 

To summarize the legal situation: A revolutionary judicial decision 
might almost overnight throw the insurance problem into the lap of the 
federal government, but I am confident that will not happen. On the 
other hand, there are no serious legal impediments to national control 
if that should seem advisable. The question of state vs. federal supervi- 
sion is therefore one which must be decided on its merits. 

Actually I think the argument for a complete system of federal 
regulation at the present time is extremely weak. The establishment of 
such a system would be a tremendous undertaking. I do not believe it 
would be advisable under normal circumstances; and I certainly would 
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oppose it at a time when all the energies of the federal government are 
needed for national defense. 

The state system is by no means perfect, but much progress has been 
made over a period of more than seventy years. In the last few years new 
codes have been enacted in Illinois and New York, which represent a 
distinct advance in the statutory law to which the insurance companies 
are subject. As far as I am able to observe, state regulation is as 
effective today as at any period in the past, and far more effective than 
at some periods. That does not mean that it is good enough, but it is 
something to be considered. 

Although a federal system would doubtless profit much by the lessons 
learned in the course of the state experience and would make considerable 
use of state-trained personnel, nevertheless I fear that some ground 
would be lost. And I doubt if this would be adequately compensated for 
by the crusading zeal which might be expected in the first years of a new 
regime. That might have some disadvantages as well as advantages. 

Only serious inadequacies of state control or widespread abuses in 
the insurance business which state governments either can not or will 
not correct would, to my mind, justify taking away this area of admin- 
istration from the states. Let us consider whether there are any such 
inadequacies or abuses. 

The lack of uniformity in state laws is often mentioned as one of the 
weaknesses of the state system. Actually, however, this has not proved 
seriously detrimental. A large measure of uniformity has been in fact 
achieved with respect to important substantive regulations. For example, 
standard clauses prescribed for various kinds of policies and methods of 
valuation of policies are substantially the same in most jurisdictions. 
The National Association of Insurance Commissioners has been the most 
important agency in bringing about uniformity and interstate co-opera- 
tion. It has promoted much progressive legislation. Its committee on 
the examination of companies has been able to make the arrangements 
necessary to avoid wasteful duplication of effort in this field. 

Another factor tending toward uniformity has been the leadership of 
the outstanding insurance state, New York. Not only has its legislation 
frequently served as a model for other states, but the effect of its law 
and its administration has been felt directly in other parts of the country 
where the companies there domiciled have transacted business. In fact 
other companies even though not organized or qualified under New York 
law have been induced by the pressure of competition to follow its 
requirements, as witness the practice with respect to interest rates on life 
insurance policy loans. Shortly after the passage of the New York statute 
reducing the maximum interest rate on policy loans from 6 per cent to 
approximately 5 per cent, about two-fifths of the large companies not 
licensed in New York and under no legal compulsion whatever in this 
respect, lowered their interest rates. The widespread influence of New 
York governmental agencies in these matters has served in part to make 
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up for the handicap inherent in the lack of an active central government 
with power to make its decrees effective throughout the entire country. 

There has been some trouble with fly-by-night concerns that do busi- 
ness only across state lines and try to steer clear of all state control. 
Broad statutory definitions of what constitutes the transacting of insur- 
ance business within a state have helped in the suppression of such 
activities. Federal policing of mails and radio broadcasting has been 
the most effective method of dealing with this type of racket. I do not 
believe that it is a very serious problem, and I am pretty sure it can 
be handled with federal co-operation. 

The subjection of companies doing business on a national scale to the 
whims of forty-nine different legislatures might be regarded as an 
unfortunate feature of the state system of regulation. It is true that a 
law of one state may have national significance. I have referred to the 
extent of the New York influence nationally, and I have indicated my 
belief that it has been beneficent. But in lesser degree the power of 
every other state government may be felt beyond its own borders, and it 
might be expected that in some instances such power would be unwisely 
exercised. Also legislatures are under some temptation to enact laws for 
the benefit of local interests, but detrimental to the larger good. Attempts 
to milk the companies by the imposition of unfair taxes are not unknown. 
However, in the case of states having insurance companies organized 
under their own laws, retaliatory measures have been a deterrent. And 
in all jurisdictions the insurance company lobbies have been able to 
prevent the enactment of most of such measures. The T. N. E. C. 
investigations have revealed some unscrupulous practices in connection 
with the insurance company lobby, and I realize that the strength it has 
developed, enables it often to defeat measures that may be wise and in 
the public interest. My observation leads me to believe, however, that 
the majority of bills which it opposes are not of that character, and I am 
sure that the strength of the influence exerted does not depend in any 
great degree upon unscrupulous practices. 

The case for federal control, however, is not based so much upon the 
difficulties inherent in the governmental set-up as it is upon an alleged 
lack of vigor and integrity in state administration. It is sometimes 
claimed that state officials are so closely associated with company man- 
agement and so far under its domination, that at times state supervision 
has become impotent. No one would make such a charge, I think, against 
the supervision in the more important insurance states within the last 
five or ten years. Nevertheless it cannot be denied that there have been 
instances in some states where such a characterization would not be inapt. 
The testimony given at the T. N. E. C. hearings produced some revela- 
tions in this regard which were rather shocking, though perhaps not 
surprising to those who have kept in close touch with insurance and 
governmental affairs. 

But I do not see how a case for federal regulation is made out by the 
fact that such a state of affairs has occasionally existed, and may be 
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expected to recur from time to time in the future. Federal administra- 
tion has not always been free from weakness or even corruption, as 
witness Teapot Dome. Since the problem is one that should be considered 
only as a long time proposition, the views which one might hold on the 
honesty and efficiency of the present administration are beside the point. 
If it is granted, as I think it ought to be, that over our whole history, 
federal government has shown less of a tendency to mal-administration 
than state government, that would have no bearing on this issue, unless 
one were disposed to argue that state governments should be abolished 
entirely. As I have already indicated, the only proper approach to this 
phase of the question is to examine conditions as they now exist in the 
insurance business itself with a view to determining whether a drastic 
remedy is called for. Such an examination has been made of the life 
insurance business by the T. N. E. C., and we are now in a position to 
draw conclusions at least as to this portion of the insurance field. 

Let me say first that I am not in sympathy with the criticisms that 
have been made with respect to the conduct of that investigation. The 
testimony was directed to bringing out many of the brighter sides of 
company practice as well as some of its drabber aspects. Although the 
examining attorney revealed a tendency to assume the role of a prose- 
cutor, I think that was perfectly proper and indeed inevitable. Naturally 
most of the witnesses were company representatives. Only by cross- 
examination would it be possible to get at some of the matters which 
they were less willing to talk about. Perhaps there was a bit too much 
of merely verbal fencing between examiner and witness. There are many 
pages of testimony devoted to trying to iron out minute differences in 
the precise coloring of the words used. Certain misunderstandings 
occasionally gave the impression of unfairness on the part of the examin- 
ing attorney or members of the Committee who engaged in the question- 
ing. But on the whole I feel that the hearings were conducted with the 
maximum degree of fairness consonant with effective investigation. 

The net result of the hearings was to focus attention on a number of 
practices which are difficult or impossible to justify. On the grosser 
forms of mismanagement and fraud I need not dwell—the milking of 
companies by the payment of exorbitant salaries to officers and to their 
friends and relatives, the engineering of reinsurance deals for the purpose 
of creating fat commissions for the management, the payment of fees to 
persons who render no service because of the political influence they 
enjoy, the use of the assets held in trust for policyholders to make 
inadequately secured loans to officers. Such evils do exist in isolated 
instances and are found principally in the smaller companies. There 
are, of course, some black sheep in the insurance business as there are in 
others. All such things can be stopped if the insurance laws are reason- 
ably adequate and administration is honest. 

On an entirely different level stand such matters as bad agency prac- 
tices which lead to overselling and are conducive to a high lapse rate, 
overemphasis on the savings feature as distinguished from protection, 
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the giving of patronage to firms in which directors are interested, the 
self-perpetuating character of boards of directors with scarcely even a 
gesture in the direction of seeking policyholder participation in elections, 
the powerful influence obtained over the financial and commercial life 
of the country through the accumulation of huge aggregations of invested 
assets. Some of these matters are the subject of an honest difference of 
opinion. Some are not evil in themselves, but lead into temptation and 
make possible abuses which are difficult to detect. On almost every item 
you can find companies in the business whose practice is above reproach. 
This indicates that these matters are not inherent in the nature of the 
business. Most of them can be left for the companies themselves to take 
care of. The T. N. E. C. hearings have accomplished a tremendous 
amount of good in bringing these things out into the open and focussing 
attention upon them. Already I think I can detect some improvements 
in company practices which are directly traceable to the self-searching 
induced by the Committee’s investigations. 

One line of attack pursued at the hearings does not impress me. 
I refer to the attempt to make out that competition among the companies 
is being stifled by inter-company agreements and understandings with 
respect to group insurance and annuity rates, surrender values and 
charges, settlement options, and medical examinations. I am strongly 
of the opinion that the policy of the anti-trust laws has only a limited 
application in the insurance field. And this, although I am a firm 
believer in preserving free competition in business generally. The prin- 
ciple of the free competitive market, however, contemplates marginal 
producers, the unrestricted opportunity for the entrance of new enterprise 
into the field, and failures from time to time. Now in the life insurance 
business and, to a lesser degree, in other fields of insurance, I do not 
think there is a place for the marginal company in that sense or that 
failures now and then are wholesome. That does not mean of course that 
private companies should be free to establish a controlled and non-com- 
petitive market for insurance. It does mean that if non-participating 
insurance is written on a scale sufficiently large to exercise a dominant 
influence on the market, government must take over the function of 
regulating rates. That is what has happened in the case of fire insurance 
and to a limited extent in the casualty field. It has been avoided in the 
case of life insurance only by reason of the fact that the great bulk of 
life insurance is written on a participating basis. In the case of mutual 
companies, the guaranteed rate is of comparatively little importance as 
a competitive factor, but there is room for spirited competition centering 
about anticipated net cost, the extent of coverage, promptness in paying 
claims and stability. Thus there is preserved a measure of real competi- 
tion without the sacrifice of security. 

I do not think it desirable that the companies should come to an agree- 
ment upon all fixed terms of the contract nor upon guaranteed rates, but 
the pooling of experience and the arrival at more or less definite under- 
standings on the actuarial principles to be employed in the solution of 
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problems which they have in common does not have the same sinister 
significance which such activities would have if the business were con- 
ducted on principles applicable to the major portion of the business world. 

ents between companies doing a non-participating business are 
less defensible, but the fact that they are in competition with the mutual 
companies and in no sense dominate the life insurance market alleviates 
to some extent the evils attendant upon price-fixing in general. 

The facts brought out by the T. N. E. C. fevediailinn: fall far short 
of indicating that state supervision has broken down. I believe they do 
show, however, that the companies still have a job to do, that state 
regulation can be improved, and that at some points federal laws supple- 
menting state supervision may be of great value. 

Two suggestions along this line, with which I am in sympathy, were 
made by Superintendent Pink of New York in his address before the 
American Bar Association in September. The first is that the use of 
the mails might be denied to fly-by-night companies, doing business 
across state lines, which state laws cannot adequately reach. I have 
already pointed out that the statutes on the use of the mails to defraud 
are now helpful for the purpose. But an act of Congress specifically 
directed toward insurance companies and relieving the prosecution from 
the heavy burden of establishing actual fraud, would make federal 
co-operation in this regard more effective. 

The second suggestion of Mr. Pink is that the federal bankruptcy 
power be extended to cover insurance companies. The liquidation of 
companies at the present time is complicated by jurisdictional difficulties 
due to the presence of assets in many different states and the preferences 
which some state laws give to local creditors. The Uniform Reciprocal 
Liquidation Act has been designed to take care of these difficulties. 
But in the four years since it was drafted, it has been adopted in only 
four or five states; and it seems doubtful if it will ever be enacted by a 
sufficient number of states to accomplish its purpose. 

A federal statute passed under the bankruptcy power will not be 
subject to those limitations. I think such a law should make provision 
for the appointment of the insurance commissioner of the state where 
the company is domiciled as trustee. And as is true in the case of some 
of the present state insurance company liquidation statutes, the proceed- 
ings should be instituted only by the commissioner. The liquidation of 
solvent companies as a penalty for failure to comply with the law or by 
voluntary act would probably not be within the bankruptcy power of 
Congress. But such proceedings do not present the problems for the 
solution of which state laws are inadequate. 

There are also other ways in which the federal government might 
co-operate. Perhaps the most serious social problem in connection with 
life insurance relates to the question of insurance for the low income 
groups. Already, through a skillfully devised system of social security 
death benefits, Congress has made provision for meeting actual need 
resulting from the death of wage-earners. Group insurance provided by 
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the old line companies has also constituted a real contribution. But 
industrial insurance, with its excessive costs, pressure selling methods, 
and high lapse rates does not present a very bright picture. A survey of 
the life insurance policies of families in the low income group in 
Massachusetts conducted by the S. E. C. revealed for example one family 
consisting of a man, his wife and four children, who received an annual 
income of $850, and paid $150 in life insurance premiums on industrial 
endowment policies. The total insurance in force was $3,500. On the 
other hand another family, educated on the subject of savings bank life 
insurance, had an income of $1,100, paid $50 a year for insurance and 
received protection to the extent of about $4,000. Many other equally 
ing facts were uncovered by the survey. 

I do not have faith that savings bank life insurance in itself offers a 
solution for the problem. At the T. N. E. C. hearings the witness testify- 
ing for that type of insurance pointed proudly to the low mortality rate 
among policyholders. This of course helped to keep the net cost low; 
but to me it indicates that savings bank life insurance is not really meet- 
ing the need. For the lowest income groups do have a higher rate of 
mortality than the average; and if the mortality rate is more favorable, 
it simply means that by and large such insurance is not reaching that 
class to any considerable extent. 

Nevertheless I do believe that an extension of savings bank life insur- 
ance may be a factor in improving the situation. Insurance lobbies, and 
particularly the agents, have been able to prevent the passage of state 
laws on this subject outside of Massachusetts and New York. But since 
agents’ organizations probably do not have as much influence in Wash- 
ington as they have in the state capitals, it might be possible to have 
Congress enact a law providing for a system of life insurance, properly 
limited, to be operated in connection with federal savings and loan 
associations. Such a law, I think, would be helpful. 

Finally, I believe that Congress should make provision for a Federal 
Corporation for the Insurance of Life Insurance, along the lines of the 
Federal Deposit Insurance Corporation. This is a matter which no state 
government can adequately handle. And, to my mind, it is eminently 
desirable that such a step should be taken. It is true that life insurance 
companies during the economic difficulties of the early ’30’s stood up 
much better than the banks. The fact is, I believe, that something less 
than 1 per cent of all life insurance company policy obligations were 
permanently lost by the policyholders. But even 1 per cent of nearly 
twenty billion dollars is no small sum, and there is no definite assurance 
that this record would be maintained in the future. A system for the 
insurance of life insurance, although in limited amounts, would make 
certain the preservation of public confidence in the institution of insur- 
ance in times of stress and would practically eliminate the possibility of 
a run on cash surrender values such as was threatened and only narrowly 
averted in 1933. There is no point in waiting until after the horse is 
stolen before locking the stable door. 
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I believe that such a plan would also have other desirable features. 
It would eliminate the competitive advantage which the largest companies 
now enjoy over the smaller ones, due to the tendency of the public to 
associate strength with size, and thus would minimize the snowball prin- 
ciple of growth which I am sure is not wholesome from the standpoint 
of the national economy. Furthermore, in order to qualify for the insur- 
ance, the companies would have to subject themselves to examination by 
the Corporation. This would provide an additional check on the proper 
conduct of the business, and might result in avoiding instances such as 
have been known in the past where dishonest management, with the con- 
nivance of corrupt officials, has succeeded in defrauding policyholders. 

With the federal government co-operating in some or all of these ways, 
it is possible for state supervision to go on with increasing effectiveness. 
But it is up to the legislatures and to the executives of our state govern- 
ments to see to it that there is improvement in the administration of the 
insurance laws. Higher salaries for Commissioners and particularly for 
members of the staff are necessary in order to maintain continuously in 
those positions men of the requisite ability and integrity. These offices 
should not be mere political jobs. The late Governor Horner appointed 
as Insurance Director, Mr. Ernest Palmer, who I think it is generally 
recognized, gave this state the most able and fearless administration of 
the insurance laws in its history. Such appointments are encouraging 
and we need more like them in Illinois and throughout the country. 
And I will say that if the state governors and legislatures fail to shoulder 
their responsibilities in this re~pect by making proper appointments and 
adequate appropriations for insurance departments, there is danger of 
federal action that will cut off the sources of revenue which they now 
find in insurance company taxes. 

Today it is not given to us to see very far in the future. But this 
much can be said. The institution of insurance and the departments of 
government which guide and protect it cannot stand still. If they fall 
back, the federal government may yet feel called upon to intervene. 
But if they maintain a steady march of progress, I see no reason why 
the present method of state supervision should not persist as long as 
our federal system shall endure. 








DISCUSSION BY 
Rotimy M. CiarK 


Professor Havighurst is to be complimented upon the splendid con- 
tribution which he has made to the somewhat limited but rapidly growing 
literature on the subject of State vs. Federal Regulation of Insurance. 
Of significant value to the student of the subject is his objective approach. 
Since he is not connected in any way with the insurance business or 
with any federal or state governmental agency, his views must necessarily 
be impartial. For that reason his conclusion, that state supervision will 
persist if it marches forward, is extremely heartening to those of us who 
favor and are working for continued progress in state supervision of 
insurance. 

At the outset, Professor Havighurst said that in his opinion the inter- 
est in the question of federal regulation of insurance is due almost 
entirely to the T. N. E. ©. investigation of life insurance. I think he is 
correct in that statement. In fact, he may have been a little too con- 
servative for, as far as I know, in late years prior to recent developments 
in Washington, there has been no agitation whatever for federal super- 
vision either inside of the insurance business or outside of it. It is true 
that for some time preceding the Presidential message which led to the 
creation of the Temporary National Economic Committee, rumors 
emanated from Washington that an attempt might be made to investigate 
insurance but these were so nebulous that little attention was paid to 
them. It was not until the T. N. E. C. investigation really got under 
way that serious attention was paid to the possibility of an attempt on 
the part of the federal government to assume supervisory control over 
the insurance business. 

Even today we are not certain that an outgrowth of the investigation 
will be recommendations for federal regulatory legislation. Professor 
Havighurst has referred to Senator O’Mahoney’s statements in recent 
speeches in which he denied that he or any other member of the 
T. N. E. C. advocates federal supervision. Both political parties in their 
1940 platforms favored the continuance of state supervision. There is 
nothing officially in the record to date to indicate that federal supervi- 
sion is a real threat at the moment. 

None of us knows what lies ahead but in any event, I feel that the 
interests of the insuring public and the insurance industry itself would 
be best served by strengthening in every possible way the present struc- 
ture of state supervision. In this respect we may well profit from the 
T. N. E. C. investigation. Where any weaknesses have been pointed out, 
let us take every possible step to correct them. We must admit that 
neither state supervision nor the insurance business is completely perfect 
and as Professor Havighurst has said, we cannot stand still. We must 
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move forward or fall back and, of course, our goal will be to continue 
moving forward. : 

A very significant public statement to this effect was made by Louis 
H. Pink, Superintendent of Insurance of the State of New York, in his 
last annual report dated March 4, 1940. In that report he said: “We 
have followed the proceedings of the Committee for the purpose of 
learning and putting into practice, either through recommended legis- 
lation or regulation by the Superintendent, such changes as may be 
helpful or desirable. Some improvements, suggested by the testimony, 
have already been made and we are hopeful that the report of the Com- 
mittee will point out other ways in which we can better the principles 
and practices of state supervision.” I am sure that this is the attitude of 
every state supervisory official and of al! serious-minded insurance men. 

Mr. Pink discussed in his report some of the problems and questions 
which had been raised by the testimony taken in the T. N. E. C. investi- 
gation. For example, he referred to the fact that in reviewing financial 
statements of companies, the S. E. C. had found in certain instances 
bonds were being amortized when their market values were relatively 
low. This was because the tests of eligibility for amortization had been 
(1) that there be no default as to principal or interest and (2) that the 
bond be rated within the highest five classifications of any one of four 
principal rating services. Some bonds, particularly rails, which were so 
rated had been selling at prices considerably lower than such ratings 
normally indicate. To correct this situation, the New York Insurance 
Department last year modified its amortization ruling by requiring that 
a bond be quoted or sold at higher than 50 per cent of par value during 
the three months immediately preceding the date of the statement. 
This year for the first time, the National Association of Insurance Com- 
missioners has adopted an amortization ruling and this is more stringent 
than last year’s New York ruling. 

The Association also has a Committee actively functioning on the 
valuation of real estate. At the meeting of the Association held in New 
York early this month, this Committee brought in a report containing 
definite recommendations on this subject. Undoubtedly there has been 
some lack of uniformity among the various states in determining real 
estate values but I am confident that before long uniform procedure will 
become a fairly general practice. 

These and similar progressive steps are a partial answer to the sugges- 
tion that the federal government should at least have regulatory power 
with respect to the financial condition of insurers. With more complete 
uniformity in valuation procedure and with continued prompt action in 
cases of impairment or insolvency, state supervision should be able to 
improve upon a record which, taken as a whole, is outstanding in regard 
to the low number of company failures and relatively small amount of 
loss involved to policyholders and other claimants. 

And state supervision has demonstrated its ability to meet emergency 
situations. Perhaps the most dramatic recital in all the testimony before 
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the T. N. E. C. was the statement made by George S. Van Schaick, 
former Superintendent of Insurance of the State of New York, in 
describing at the request of the Committee the steps that were taken to 
safeguard life insurance early in 1933 when the banking structure of the 
country crumbled. His review of the actions that were taken by the vari- 
ous State Insurance Supervisors in those hectic days was ample evidence 
of the ability of state supervision to act promptly and constructively in 
the interests of the insuring public during a period of financial crisis. 

There is an equally important aspect of state supervision which must 
also be considered. I refer to its policing power. It goes without saying 
that an insurance company must not only remain solvent at all times but 
must treat its policyholders fairly and honestly. State supervision affords 
every policyholder a nearby accessible forum to which he may go when 
he has any complaint or grievance and I can assure you both as a former 
Insurance Department man and as a present company official, that these 
complaints do receive meticulous attention. Is it likely that such matters 
could be handled as efficiently and as satisfactorily at long distance from 
Washington under federal supervision as they are handled today locally 
under state supervision? It seems to me that beyond question that phase 
of supervision which involves constant watchfulness against improper 
actions on the part of insurance companies, agents and brokers, should 
be in local hands where all facts can be readily assembled and rulings 
rendered promptly. 

Professor Havighurst has referred to the leadership of New York in 
promoting uniformity in state supervision and procedure. I think that 
is a fair statement and a typical illustration of it is the new amortization 
ruling to which I referred a few minutes ago. The change originated in 
New York and has now been modified slightly and adopted for country- 
wide use by the National Association of Insurance Commissioners. His 
reference to the lowering of the interest rate on policy loans is an 
illustration of uniformity which comes about voluntarily without further 
legislation or departmental ruling after one important state takes action. 
Competition is the great leveling influence in this respect. 

Generally speaking, the states are not endeavoring to assume extra- 
territorial powers. To my personal knowledge the general policy of the 
New York Insurance Department, unless it has changed in the last three 
and one-half years and I am sure it has not, is to confine its jurisdiction 
and activities to New York problems and issues. It is only when a 
company domiciled in another state does something in states outside 
of New York which the New York Insurance Department believes to be 
to the decided detriment of New York policyholders, that it will attempt 
to step in. The New York Department has recognized that conditions 
vary in different parts of the country and it has its hands full in taking 
care of problems that arise in New York. That work alone requires the 
services of 300 Civil Service employes, exclusive of the personnel of 
the Liquidation Bureau. 





esis & 


lis 


ier 











DISCUSSION 71 


In conclusion, I want to discuss briefly the suggestion advanced by 
Professor Havighurst that Congress should make provision for a Fed- 
eral Corporation for the insurance of life insurance along the lines of 
the Federal Deposit Insurance Corporation. We in the life insurance 
business have pointed with some pride to the splendid record of the 
industry through the depression years. Even so, there has been some 
loss to policyholders which is small percentagewise but very significant 
to the individuals involved. For that reason Professor Havighurst’s 

ion warrants study and discussion. 

It should be borne in mind that without exception the company 
failures that have taken place have been due to faults of management 
and not due to any breakdown in the fundamental principles of sound 
life insurance. It does not seem logical to penalize the policyholders of 
well-managed companies to make certain that no loss will attach to 
improper acts of management in other companies. Certainly no premium 
should be placed upon dishonesty or stupidity. But if we assume that 
this hurdle should and will be overcome, how far should we go in pro- 
tecting the public from the faults of management? 

When we consider that the primary purpose of life insurance is to pay 
death claims rather than to grant loans or to pay surrender values in 
cash, we should look at the record to see what has happened to benefi- 
ciaries of deceased policyholders of failing companies. In almost every 
instance death claims on premium paying policies have been and are being 
paid in full. If any guaranty of life insurance is to be furnished through 
a public corporation, it seems to me it should be limited to the payment 
of death claims in full up to a specified amount. Otherwise the corpora- 
tion would be assuming contingent liabilities of startling magnitude. 

Finally, I do not believe that a Federal Corporation would be neces- 
sary to accomplish Professor Havighurst’s objective. Several states have 
already adopted this idea for insuring the payment of workmen’s 
compensation losses to claimants against insolvent companies and if 
any demand develops for an extension of this principle to life insurance 
I am sure that the states will act. If the plan is to be tried out, would 
it not be better for one or more states to experiment with the idea for 
a few years for the purpose of exploring its possibilities and its weak- 
nesses before establishing a national system which once initiated would 
probably expand far beyond its original concept? 

Professor Havighurst mentioned the necessity of having examinations 
made by the proposed Federal Corporation. This would involve serious 
duplication of effort, for obviously the states will continue to carry out 
their statutory obligations to examine insurance carriers periodically. 
A state system on the other hand, would undoubtedly rely and act upon 
the results of State Insurance Department examinations. 

It is in new fields such as these that I believe state supervision is 
decidedly advantageous because other states can profit by any mistakes 
made in a single state. That has been the history of the past and will 
surely be the experience of the future. 
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DISCUSSION BY 
CHARLES Burton RosBsins 


I have been very much interested in reading Professor Havighurst’s 
paper which presents, in a fair and impartial manner, his views upon 
State vs. Federal regulation of insurance. Professor Havighurst refers 
to the recent investigation conducted by the Securities and Exchange 
Commission as an investigating agency for the Temporary National 
Economic Committee. The Temporary National Economic Committee 
is a joint committee, composed of three members of the United States 
Senate, three members of the House of Representatives, and representa- 
tives from six departmental agencies of the government, viz., Treasury, 
Commerce, Trade Commission, Attorney General, Labor, and Securities 
and Exchange Commission. The members of the Committee have equal 
rank and equal votes. It is one of the very first instances in American 
history where Congress has appointed a committee upon which members 
of the executive departments have served with rank equal to the members 
of the Congress. 

The investigation was delegated to the Securities and Exchange 
Commission by the Temporary National Economic Committee and 
apparently the broadest latitude was given to the S. E. C. in its conduct 
of the investigation. William O. Douglas was the Chairman of the 
Securities and Exchange Commission when the investigation was 
started and, after his elevation to the Supreme Court of the United 
States, Leon Henderson succeeded to his position as Chairman of the 
Commission. Attorneys were employed by the Commission, together 
with some “experts” such as Mr. Ernest Howe and Dr. Donald H. 
Davenport. A considerable corps of examiners started out on a hunt 
through insurance companies’ files to see what evidence of skulduggery 
they could find in the conduct of the business, but with apparently no 
definite idea as to just what particular points they wanted to cover. 
This plan resulted in a vast amount of work being done by the investi- 
gators in the way of examination of files of every kind in life insurance 
home offices, and anything of a character which might provoke criticism 
was seized upon and photostated by the investigators for the purpose 
of being forwarded to Washington. 

The Committee announced that the investigation was to be fair and 
impartial and not to be in any way an inquisition, and the Act of 
Congress creating the Temporary National Economic Committee, as 
well as the message of the President recommending the creation of the 
Committee, gave as its primary objective the impact of insurance com- 
pany investments upon the business life of the country. The first year 
of investigation did not cover any phase of life insurance investments 
but did cover nearly every other phase of life insurance activity, and to 
those of us who sat through all the hearings day by day, it was very 
apparent that the material introduced in the investigation was for the 
purpose of building up a case against the companies. This case will 
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shortly be brought to the attention of the people of the United States 
through a monograph now being prepared by members of the Securities 
and Exchange Commission, which is in print but has not yet been 
released. 

As was said by C. A. Craig, President of the American Life Conven- 
tion, 1939-40, in his presidential address at the Edgewater Beach Hotel, 
October 9, 1940: 


*¢, . . I have felt and now feel that the grievance of the companies should 
be particularly against the manner of the investigation, rather the fact 
of the investigation. The reasonableness of a Congressional investigation, if 
it be f J conducted, of a business controlled by comparatively few, yet 
affecting lives of some sixty-odd millions of people in being, and untold 
millions yet unborn, can well be argued, and despite the fact of supervision 
ont mpeetee Ty Go nate, ene See De ne Ge 2 See 
decree insurance is not interstate commerce, I still feel that the objection 
by the companies should be against the manner in which the investigation was 


The S. E. C. attempted to build up its case by citing isolated instances 
of misconduct in small companies—instances which had almost no effect 
upon the general conduct of the business, as they were insignificant in 
character, and the amount of insurance involved so small as to be almost 
negligible. One or two cases of mis-conduct in state insurance depart- 
ments were gone into at length, but again the implication of such 
dishonesty upon the supervision of life insurance companies as a whole 
was trivial, in spite of the fact that a period of time, as long as the last 
forty years, was gone into in an effort to find instances of misconduct 
in state insurance departments. 

It seems that there could have been only one purpose in introducing 
this testimony and that was to throw a cloud on state supervision. 

It is quite true, as Professor Havighurst states, that no responsible 
person, either in or out of the government, has publicly supported any 
movement for taking supervision away from the states and placing it in 
the hands of the federal government, but there is no question but what 
that idea is in the minds of the officers of the S. E. C. who conducted 
the investigation, and it will come into the open when the monograph 
which has recently been prepared is made public. 

The American Life Convention, which I have the honor to represent, 
passed a resolution on the 5th day of December, 1905, stating that the 
companies composing the organization were opposed to any interference 
with state supervision and control of life insurance companies, and 
further stated that federal supervision was not expedient. That resolu- 
tion was subsequent!y reaffirmed on the 10th day of October, 1914, and 
most recently on the 4th day of October, 1939. The American Life 
Convention was originally composed of the young western companies, 
a great many of which were organized shortly before or after the Arm- 
strong investigation, and it never would have been possible to have 
organized the companies throughout the western states had there been 
a national law prescribing the standard of valuation then in common 
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use throughout the eastern states, where the great bulk of life insurance 
had been written. Throughout the West the legislatures had passed laws 
permitting the companies to write life insurance upon what was known 
as a preliminary term plan rather than the net level premium plan in 
use by the eastern companies. I have not the time in this brief discussion 
to go into the question of the respective merits of these two plans of 
writing life insurance. Suffice it to say that time has proven that the 
preliminary term method, as subsequently modified, has been just as 
effective and just as safe for the policyholder as the method in force 
throughout the East. So it was vital for the western companies to have 
State supervision in order that they might, through the passage of laws 
by the various western legislatures, have an opportunity to grow and 
expand under a system of underwriting which was better adapted to 
conditions in the West, rather than the one which was then universally 
favored in the East. 

Professor Havighurst remarks that insurance interests have always 
opposed State supervision and have apparently looked with favor upon 
a national system. In this I cannot agree. The only life insurance 
company which has ever brought the matter before the Supreme Court 
of the nation was the New York Life Insurance Company. It favored 
Federal supervision but, to my knowledge, no western company has ever 
favored it and certainly the American Life Convention, with its very 
large membership, has always voted unanimously in favor of the state 

. The constant encroachment of the Federal Government upon 
the rights of the states, which has been gravely accentuated in recent 
years, has increased to such an extent that, unless measures are taken 
to stop it, the entire structure of our present Union will have to be 
revised, to the end that we will no longer be a Union of sovereign states, 
but one nation with states reduced to mere subordinate Provinces bereft 
of their sovereignties, and this is the inevitable result if concentration 
of power of the Federal Government continues to progress as it has in 
the past twenty-five years, in almost direct violation of the Constitution 
of the United States, which, as we all know, under the Tenth Amend- 
ment, provides: 


‘¢The not delegated to the United States by the Constitution nor 
prohibited to it by the States, are reserved to the States respectively, or to 
peop: 


It is, moreover, my personal opinion that the people of the United 
States have no particular reason to be proud of Federal supervision of 
the various lines of endeavor which the Federal Government has 
assumed to regulate, and certainly there is room for improvement in the 
regulation of them all. No one can claim that State supervision is perfect 
with forty-eight different state sovereignties (and Congress for the 
District of Columbia) enacting separate laws for the regulation of life 
insurance. The wonder is that so many different sovereignties could be 
coordinated in such a way as to make regulation uniform to any appre- 
ciable degree. However, since the organization of the National Associa- 
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tion of Insurance Commissioners, there has been a constant tendency 
towards coordination in laws and regulations to such an extent that 
in many of the more essential phases of regulation, the states now have 
identical laws, and the National Association of Insurance Commission- 
ers, through its many committees dealing with all of the various phases 
of insurance, has been able to recommend to the various state legislatures 
the enactment of laws, which have done a great deal to make for unifor- 
mity in regulation. The best argument for state supervision is, that it 
has worked, and is continuing to work, and that, under the state laws 
and state supervision, the total loss to policyholders by reason of liens 
placed upon their policies in companies which failed during the last ten 
years, is now only one-half of one per cent of the total amount which 
the policyholders entrusted to the keeping of the companies, a record 
which cannot even be approached by any other financial institution, 
including the National Banks, which were under strict Federal super- 
vision during all of that time. 

The matter of the attitude of the present Supreme Court of the 
United States on the question as to whether insurance business is inter- 
state commerce is, of course, an academic one at the present time. 
Eventually the Supreme Court may be called upon to review an unbroken 
line of decisions during the last 70 years—but I do not believe that it 
is likely to happen in the immediate future. 

Professor Havighurst throughout mentions the only two phases of 
supervision that, perhaps, could better be supervised by the Federal 
Government than by the states, namely—bankruptcy matters and the 
elimination of fraudulent promotions using the United States mails. 

Professor Havighurst mentions the self-perpetuating character of the 
board of directors of the large mutual companies. By reason of the very 
size of these companies, self-perpetuation of the board of directors is 
inevitable. Consider the largest of our life insurance companies—the 
Metropolitan—which has twenty-nine million policyholders, scattered 
throughout the world. No reasonable man could for a moment suppose 
that these policyholders could vote on the election of a board of directors 
with any degree of knowledge as to who would be the best fitted to serve. 
As was remarked by Senator King at the hearings—the right of a policy- 
holder to vote upon the selection of directors in a mutual company is a 
“gun behind the door” which he can use in the event of mismanagement 
of the company, but which no one can compel him to use, and which he 
does not use unless he has reason to believe that his company is being 
mismanaged. There is nothing in the record of our great mutual com- 
panies that would for an instant lead any one to believe that they were 
not being ably managed in the interest of the policyholders, and the 
character of the men composing the boards of these companies is of the 
highest type of American citizen. It has assured to the policyholders a 
careful, economical conduct of their companies. 

Professor Havighurst speaks of the evils in industrial insurance and 
does not refer to some of the matters inherent in the weekly collection 
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of premiums that were carefully avoided by the examiners. For instance, 
the expense attendant upon door-to-door calls by collectors every week to 
collect sums as low as 10c from each policyholder, in order that such 
policyholder may have some degree of protection in the event of his 
death. This system naturally increased the cost, but it is a well-known 
fact that, unless the premiums were collected in this manner, the people 
in the low income brackets would for the most part have no insurance 
at all. They will never go to a bank to get it, nor to any office to pay 
their premiums. Speaking of the vast difference in premiums paid by 
industrial policyholders, I see nothing unusual at all in that. Any one 
who buys a 10-Year Endowment policy, guaranteeing the return of the 
full face of the policy in ten years certainly must pay a higher premium 
than one who takes out a policy on the ordinary life plan, where pay- 
ments are made as long as he lives, the face of the policy being payable 
only in the event of death. It is variance in the different types of 
policies purchased by policyholders that makes the difference in the 
premium paid—every one holding the identical type of policy paying the 
same premium on them in accordance with his age. 

Nor do I think a complaint against endowment insurance, which is 
frequently referred to as banking insurance, is well founded. Policy- 
holders who were fortunate enough to take out insurance during the 20’s 
now have at their command the total accumulations on the policies, 
whereas, if they had put the same money in the bank they would have 
shared in the terrific loss suffered in the early 30’s by reason of the bank 
failures. Certainly the life insurance companies have nothing to be 
ashamed of on this score. 

I cannot agree with Professor Havighurst that Federal “insurance” 
of insurance would be practical or necessary. During the past few years, 
the Federal Government has embarked upon a program of insuring 
nearly every sort of investment that the mind can conceive, ranging from 
deposits in banks to mortgages on homes and shares of building and loan 
associations. Such agencies sail along nicely in fair weather but when 
the inevitable next depression comes it is going to cost the people of the 
United States untold millions in taxes. The idea of insuring 114 billions 
of life insurance seems almost fantastic to me. We are too prone to put 
everything on our Federal Government, forgetting that with responsi- 
bility goes power, and a Government which guarantees the fulfillment of 
all policies of life insurance must necessarily have a very complete 
measure of control over the investments of such companies. 

There are so many objections to the Federal Government guaranteeing 
almost everything in the United States that I have not the time nor have 
you the patience to detail them here. We have already gone much too 
far in that direction. It will be noted that the Government does not 
insure non-participation in war. 

As I have previously remarked—the loss to policyholders in life insur- 
ance companies, by reason of failures, has been so infinitesimal in com- 
parison to the total amount of money entrusted to the care of the 
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companies as certainly to create no argument at all for the unloading of 
the vast responsibility of protecting 65 million policyholders from their 
own companies. 

Finally, let it be said that competition in the sale of life insurance 
has been the healthiest feature of the business. It has been the duty of 
the state departments—and they have exercised it in an efficient man- 
ner—to see that the companies do not sell life insurance to their policy- 
holders at a rate insufficient for the companies to meet their obligations. 
Competition has caused and is still causing life insurance to be written 
on a very reasonable margin of safety consistent with the protection of 
the policyholder. 

I have enjoyed studying Professor Havighurst’s paper ; as I remarked, 
it is fair and impartial and contains many excellent ideas. I believe that 
this institution is much indebted to him for his effort. 


INFORMAL DISCUSSION 


CHAIRMAN GoBLE: I want to thank Professor Havighurst for having 
given us a very illuminating paper, and Mr. Clark and Col. Robbins 
for having contributed very interesting discussions of that paper. 

The meeting is now open for discussion from the floor. I am sure 
that some of you have questions or contributions you would like to make 
to this program. 

Proressor J. A. Firzaeratp: Mr. Chairman, I don’t share the feel- 
ing that a great many people have that in the future the life insurance 
companies are going to handle less of savings and do business more along 
the lines of protection. When we think of what has happened to the rates 
which people earn on deposits in savings banks and we think about what 
has happened to the rates which people get by making deposits in 
building and loan associations, and we think about what has happened 
to the rates on United States Government bonds, and then compare the 
results of any kind of individual savings program with what the same 
individual can get if he buys the right type of life insurance policy, 
I think we will find that the individual who knows what he is doing will 
be inclined to rate the return which he can get from a combined protec- 
tion-savings life insurance program high in comparison with all the 
other avenues that are open to individual savings. The fact that the life 
insurance company can give the individual policyholder the advantage of 
diversification, which he can’t himself buy, is going to induce him, it 
seems to me, to continue to buy life insurance as he has in the past. 

A few years ago, there was a lot of convincing argument for an indi- 
vidual to make deposits in savings banks and make deposits in building 
and loan associations and buy term insurance to protect them. I know 
we used to get 6, 7, 8, 9, even 10 and sometimes 12 per cent from build- 
ing and loan associations. We used to get 3, 4, 5 and even 6 per cent 
from savings banks. But when you can only get 3 per cent, or 24% or 2 
per cent from building and loan associations today and, in isolated cases, 
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just 4, and when you can only get as little as one-half of one per cent 
on savings bank deposits and most of the time not anything, I think we 
can say that there is going to be a tremendous argument in favor of the 
life insurance policyholder continuing to buy the type of policy which 
will permit him to combine savings with protection. If there is anything 
at all in this doctrine that the low interest rates have been the result of 

, I think it is time that 65 million life insurance policyholders 
of the United States should do something to get in on the planning, 
because the reduction in interest rates has certainly hurt them. 

Proressor Dickinson: I would like to ask one question of Professor 
Havighurst and one of Col. Robbins. To you, Professor Havighurst-—— 
you mentioned that there was no legal obstacle, or words that meant the 
same as that to me, in the way of federal supervision, and that the ques- 
tion therefore rested upon its merits. You later on referred to the 
impossibility of determining in advance what might be held constitu- 
tional or unconstitutional by the United States Supreme Court. Is that 
the only basis you have for the statement that there is no legal obstacle 
in the way of federal supervision ? 

Proressor Havicuurst: No. I think the trend of decisions which 
are already in the book provides support for the view that insurance 
companies could be regulated in most respects even though the insurance 
business is not itself held to be interstate commerce. That is, the basis 
of the Labor Board’s jurisdiction, for example, over the insurance com- 
panies is that the insurance companies are so connected with other 
aspects of interstate commerce and serve companies which are doing an 
interstate commerce that the insurance business itself can be regulated 
and protected in order, indirectly, to protect other aspects of interstate 
commerce. That principle has not only been used in connection with the 
Labor Board but also in connection with agriculture and other lines 
which are not themselves interstate commerce but which may be pro- 
tected through laws which operate directly on fields not themselves the 
subject of Congressional power. 

Prorgssor Dickinson: The question I wanted to ask Col. Robbins, 
and which has worried me a good deal about the T. N. E. C. investiga- 
tion, is connected with the failure to offer a penetrating investigation of 
annuities. I can’t account for that. It was a subject that was slighted. 
Did they avoid the study of annuities because they would have had to 
reach the inevitable conclusion that life insurance companies are not 
charging high enough prices, which would be, of course, a strictly 
anti-New Deal conclusion? 

Cot. Rosprns: Well, that is a question that I can’t answer. The 
only reference to annuities that I recall—and I was there at every hear- 
ing—was in the testimony of John A. Stevenson, President of the Penn 
Mutual. When they asked him if he used the same table for annuities 
that he used in his mortality table, he said, “No, we don’t.” Then they 
got into that, “Why don’t you?” and so on. That is about the only 
reference that was made to it. Of course, the companies that made 
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4 per cent annuity contracts are scratching gravel now to find the 
interest income to carry them along. I realize that. But the T. N. E. C. 
didn’t see fit to tell us their purpose at any stage of this investigation. 

CHAIRMAN GoBLE: Maybe someone else can answer Mr. Dickinson’s 
question. 

PrRoFEssoR Bowers: I never can answer Professor Dickinson’s ques- 
tions, but there is one point on which a slight difference of opinion was 
expressed. Professor Havighurst quoted the case where the family of 6 
was earning an income of $850.00, I believe, and spent $150.00 to get 
some $3500.00 of protection. Well, of course, that was a case of bad 
selling from one viewpoint. It is pathetic. Every teacher of insurance 
would say that is a pathetic case. 

Now, in all probability, many of these people who receive low incomes 
are not able to provide anything approaching adequate amounts of 
insurance merely by trying to pay annual or semi-annual or even quar- 
terly premiums, so we have this unsatisfactory spectacle of people wearing 
out shoe leather to collect a ten-cent premium. 

Looking ahead for just a moment, it seems to me that in answer to 
that—and I express my personal views in what I say next—in answer 
to that, the federal government isn’t going to try to have building and 
loan associations sell life insurance, and I don’t think the federal gov- 
ernment will ever wait for state savings bank life insurance to catch up 
with the procession, yet the federal government is not likely to see too 
many people remain uninsured. It seems to me clearly obvious that the 
federal government, through the extension of the Social Security Act, 
in which it has already written a tremendous amount of what some 
people choose to call life insurance, but other people refuse to call life 
insurance, will pay considerable sums to people whose breadwinners die. 
Isn’t that the way that the government is likely to proceed in the future, 
whether it be a New Deal government or any other type of government? 

That is why I think there is a considerable amount of merit to what 
has been suggested, I believe by all three speakers. The companies them- 
selves want better selling of insurance and better analysis of needs, 
which, of course, requires better agents, which requires better trained 
men, which requires better teaching of insurance, in fact, requires every- 
thing for which the American Association of University Teachers of 
Insurance stands. There are some of these movements that are simply 
on the way and, in all probability, will have a considerable effect upon 
this whole question of state versus federal regulation of insurance. 


Cot. Rospsins: I might say Senator Wagner suggested that everybody 
within certain brackets have an industrial policy paid for by the tax- 
payers. He hasn’t introduced the bill yet. 

Mr. Ferzer: Mr. Goble, may I ask to what extent the distinction has 
been drawn between the cost of insurance as a straight mortality or 
risk-bearing price, and the convenience cost for the method of payment 
for that insurance? The T. N. E. C. and others have talked about the 
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total cost of industrial insurance. Many of us have bought automobiles 
and thought we were paying a certain price for the automobile, but when 
we added up the sum of the monthly payments which we chose to pay 
for that automobile, we found we paid a lot more. Has the difference 
between cost of insurance and the cost of the method chosen by the 
individual for payment for that insurance been properly drawn by the 
T. N. E. C. or any others who are criticizing the cost to the public of 
insurance ? 

I happen to know that in our own office, it costs us 46 cents, I think, 
to collect an account, or an item, averaging out all of our collections. 
Now, that has nothing whatever to do with the risk-bearing portion of 
the insurance and that factor will go up or down according to the size 
of the unit that we may collect. Now, is there a proper distinction 
drawn between the cost of insurance and the cost of the particular 
method of payment for that insurance that may be chosen by the indi- 
vidual? I think there is a tremendous difference involved. 

CHAIRMAN GoBLE: Do you want Professor Havighurst to answer that? 

Mr. Ferzer: Anybody. 

Proressor HavicHurst: Well, I think that you have put your finger 
on the principal difficulty of industrial insurance, and perhaps an inev- 
itable difficulty as long as that system is used. The savings bank life 
insurance plan, of course, was designed to cut down on the expenses of 
collection. The Social Security benefit system, of course, involves almost 
nothing in the way of collection expense. At the same time, in the 
savings bank insurance the greatest weakness is the fact that it doesn’t 
put any pressure on the people who are least inclined to meet their obli- 
gations or make the payments, and, as I think Col. Robbins pointed out, 
the only way that such insurance can continue, as long as it is on a 
purely voluntary basis, is to have agents go the rounds and make the 
collections. Otherwise, those people will let the insurance lapse. 

The big advantage to savings bank life insurance, it seems to me, is 
that it provides a channel for the more provident and the more careful 
people to avoid the very cost which you mention and puts a premium 
upon thrift of that kind which doesn’t have to have pressure in order 
to meet its responsibilities. 

Mr. Ferzer: Well, then, is the cost of industrial insurance an indict- 
ment of insurance or an indictment of those individuals who cannot 
manage their finances in such a way that they can buy insurance on the 
more economical bases which are available. 

PresmpENt MoCanan: Doesn’t the question Mr. Fetzer has raised 
involve, let us say, the whole problem of the economics of the distribu- 
tion system? We might conceivably get any product to the public by 
having the government determine what is to be made and to cut out the 
distribution costs. We might have them decide that we are only going 
to have Ford cars and that we can make Ford cars and eliminate the 
dealers and that they shall be distributed to the public on a certain basis. 
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We conceivably might do the same thing with regard to food, and cut 
out the distribution cost between the expense of production, let us say, 
and the retail price. 

The people in the low-income groups, as a general thing, under a 
system of free enterprise, pay more, it is true, because the type of dis- 
tribution system which they employ is an expensive system. I mean, 
that is true when they buy coal, let us say, by the bushel or by the hun- 
dred pounds. That is true when they buy a radio on the installment 
plan. That is true when they buy a lot of other things. Now, it may be 
that the government ought to supply all of those things and eliminate 
the distribution cost, but as long as we are operating on a basis of free 
enterprise, I wonder whether the answer to this isn’t an attempt. to 
improve that distribution system by cutting out any inefficiencies or 
wastefulness in that system. Frankly, that is the economic premise upon 
which we have been working in connection with our C. L. U. activities. 
The answer is to try to step up the quality of that distribution system 
to make it just as efficient as possible. 

That raises another point which seems is important to me in connec- 
tion with the savings bank life insurance plan. Because it is operated 
at the present time on a relatively small scale in relation to the distribu- 
tion of life insurance generally, we may assume, perhaps, without exam- 
ining the question closely, that it is bearing its particular share of the 
distribution costs. 

Now, there is a very real question as to whether it is. There is a very 
real question, for instance, as to whether the policyholders of the savings 
bank system in Massachusetts may not have been sold on life insurance 
by the agents of private companies. There is a very real question whether 
those agents in certain instances may not have helped the policyholders 
to plan the settlement of the insurance. In other words, there is a very 
real question whether that system has borne its total share of the over-all 
distribution costs of life insurance, and it seems to me that is a very 
important economic aspect of this proposal for savings bank life 
insurance. 

Just one other comment that occurred to me while Dean Fitzgerald 
was speaking, in connection with the combination of protection and sav- 
ings. We are apt to look at only one side of the picture and think, let 
us say, of the insurance that has been lapsed, on the alleged ground that 
it has been oversold. But there may have been changes in circumstances, 
so it may not have been oversold originally. ‘That doesn’t mean that 
there isn’t such a thing as overselling, perhaps, but we probably forget 
that a great deal of insurance that has been terminated has probably 
served its purpose as far as protection is concerned and that it is, in the 
termination, serving its purpose also as regards the use of the savings. 

Furthermore, we are apt to forget that the accumulation of those sav- 
ings has made possible the continuance of a great deal of insurance which 
otherwise would have had to be lapsed because it couldn’t have been 
kept in force. 
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You know, one of the peculiar inconsistencies of the advice that has 
been given by some counselors who have been urging the lapsation or 
dropping of present insurance and the purchase of term is that they 
recommend that the premiums be paid on this term with the savings 
from the other insurance and they recommend that emergency needs be 
met from the savings on the other insurance. In other words, they are 
recognizing that there has been a real purpose served by the savings on 
that other insurance. 

That also brings up the question as to what the function of the life 
insurance institution is. We think of it as insuring life values. Well, 
now, the life value, let us say, of an individual who has a certain number 
of years of earning left may be thought of as the capitalized worth of 
the net amount of those earnings. But as he goes through life, he may 
save part of that and that becomes the life value which he has realized. 

That is no longer a potential life value. He may want that life value 
accumulated for his own use later. He may want that accumulated for 
distribution to those who are dependent upon him. Therefore, it seems 
to me that the life insurance institution would not be fulfilling the real 
purpose for which it ought to exist if it stopped with simply insuring a 
potential value and forgot about the realized value as the individual goes 
through life, and of helping him to store up some of that value—some 
of those earnings that he has realized—so he can use them and so that 
others can use them in the future. It seems to me those are both eco- 
nomic problems that are tremendously important in connection with this, 
entirely aside from the legal aspects. 

Proressok BLancuarD: Mr. Chairman, Professor Havighurst spoke 
of the savings bank life insurance in New York as being properly lim- 
ited. I am wondering why he believes that if such a system is adopted, 
one should not be permitted to buy more than $3,000 of insurance in 
that system. 

Proressok HavicHurst: My thought was that where you have it 
available in unlimited amounts, it would simply mean that persons in 
the higher income groups would take advantage of the lower net cost in 
that type of insurance, with the result that it would not be realizing the 
principal purpose for which it is supposed to exist, namely, for the 
benefit of the lower income groups. 

Proressok BLancHarD: But if the system supports itself, what objec- 
tion could there be to that? It is not in any way charitable, is it? 

Cox. Rossins: No, but it is maintained by taxpayers’ money to some 
extent. It was established to help the poor man. 

Prorgssok Havicuurst: My understanding, as you say, is that the 
New York system is self-supporting. Of course, the Massachusetts sys- 
tem was formerly not self-supporting but relied on taxpayers’ money. 
However, I think that there is another aspect of the matter. There is 
no question that there is a certain hardship on the agents, as someone 
pointed out, that the agency systems exist and they are constantly pro- 
moting life insurance and, to a certain extent, the life insurance which 
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is taken out in the savings banks is the result of activity on the part of 
the agents. Now, if that is to be justified, it is only to be justified on 
the counterbalancing argument that the lower income groups are entitled 
to special favors which need not be and should not be available for all. 
In other words, to allow it to be written in an unlimited way simply 
accentuates the evil, or perhaps I shouldn’t say evil, but the unfairness, 
a certain amount of unfairness which was pointed out; and, while we 
may stand for that as long as there is a purpose to be served, I don’t 
think that the institution of savings bank life insurance should exist for 
the benefit of those who are well able to pay the other premiums. 

ProressokR BLancHaRD: Of course, that is assuming a good deal. 

Proressok Havicuurst: Is it your position that it should not be 
unlimited ? 

Proressok BLancHakpD: I had no position. I was merely asking a 
question. 

Proressor Dickinson: If nobody else wants the floor, I would like 
to put one general sort of question to the legal talent in the Association— 
to which the question raised by Professor Blanchard and others natur- 
ally leads. That is, is it reasonable for an insurance student to believe 
that the anti-discriminatory laws originally designed to protect, pre- 
sumably, the colored people, have not in themselves become a source of 
great injustice among policyholders. For example, the person who buys 
a large amount of insurance, even though we have reason to believe that 
the costs are not proportionate, cannot take advantage of the fact that 
the cost of his insurance may be much less. I am disregarding now the 
questions of mortality, etc., which sometimes enter into unduly large 
policies. We have all the way through insurance, in our legislation, been 
so very careful on this matter of discrimination that we have brought 
some criticism on the institution of insurance. Some of the difficulties 
that gave rise to savings bank life insurance are traceable to the fact 
that imsurance companies cannot grade their premiums according to 
volume and service rendered. 

For example, if a large group of people wish to buy insurance volun- 
tarily, could they get a lower premium rate? I am sure the agents 
would say they shouldn’t be permitted to, but here are large groups of 
people who have better than average mortality. Can they get a lower 
insurance premium? No, because we think it is wise to make provision 
so that there can be no discrimination. 

I am wondering if those anti-discriminatory laws are not in them- 
selves the source of a good deal of the trouble the insurance companies 
have today in trying to make the glove fit the hand. They could grant 
lower premium rates, I am sure, on a good many classes of policies if it 
were not for these well-established anti-discriminatory laws. It might 
very well be that it could merchandise, in the packaging sense, insurance 
so that it could fit different classes of people. I am sure that if it did, 
we would find that the so-called improvident class would have to pay 
more for its insurance than it does now. I am inclined to think that that 
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group of people is living off the payments made by another group of 
people. I wish that some day the legal talent of the insurance business 
would re-open that whole question of anti-discriminatory laws to see the 
extent to which it has strait-jacketed premiums and dividends, etc., in 
the life insurance business and if it hasn’t run its course too far, and 
one of the subjects which it seems to me the state regulation of insurance 
can well consider in the future is the whole system of fitting insurance 
costs to particular classes and groups of people. 

That is not a universal merit rating suggestion. You find it in 
casualty insurance ; you find it in fire insurance. A vast system of cost 
accounting is needed to determine when rates are discriminatory and 
when certain groups of people are paying higher premium rates than 
they should. We have a great “wishing of the average” in insurance and 
that prohibits granting lower premiums to certain groups of people 
which I am quite certain deserve them but they can’t be given them on 
account of anti-discriminatory laws. 

CHarnMAN GoBLE: It seems to me that involves a question of eco- 
nomics. Whatever is good economics, we can go along and advocate a 
law to support that. 

Mr. GruHN: May I ask a question? I should like to ask Professor 
Dickinson in what state the anti-discriminatory laws as related to fire 
and cagualty rates are being enforced. I didn’t know they were. That 
is news. 

Proressor Dickinson: I think that any question of whether or not 
they are being enforced would have to be preceded by a determination 
of cost. Frankly, I don’t believe anybody knows anything about the cost 
of fire insurance by policyholders. I believe the system of cost account- 
ing that has been employed has been such as to completely distort what 
the true facts are. Do you think we are charging enough to a policy- 
holder who pays $10.00 for a premium on his house? 

Mr. Grunn: I have heard not, but it seems some money is made in 
that sort of business. 

Proressor Dickinson: It is made because the system of cost account- 
ing allots it that way. 

CHarmMan Goste: Mr. Gruhn, I would like to hear you comment 
upon Professor Havighurst’s paper, if you will just give us your wisdom 
on that subject. 

Mz. Gruun: That is a subject on which I am very silent, because 
I believe if one started out to put up an argument for federal regula- 
tion, there is much that could be said for it. I believe the same things 
that you can say against federal regulation are practically the same 
things that you would say against state supervision. To my mind, it 
resolves itself down to one fundamental principle, that if you have bad 
federal supervision, you have blackened the whole kettle. If you have 
bad state supervision, you have blackened only parts of the kettle at 
different times and, in the long run, your average will be better under 
state supervision than it could conceivably be under federal supervision 
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if that supervision were not practically perfect and impartial and 
intelligent and fair and all the rest that goes with it. 

There is much saving to be made under one system as against 48, 
probably. However, on the other hand, in the long run, possibly the little 
fellow or the little company would suffer as against the big fellow and 
the big company, those with greater influence. I do have the feeling, 
however, that the business is doing more toward interesting those who 
can be interested in the subject in federal supervision than those in 
governmental agencies are doing. 

I would disagree with the professor in many respects. I fermented a 

good deal on some parts of his discussion, but I sat here wondering what 
he might say of the trade barriers which are being established in the 
insurance field for buyers of insurance with multiple location properties, 
or by the selfish interests of pressure groups using their influence in 
states to put legislation on the books that has for its purpose the destruc- 
tion of competition and the increasing costs as a result to the people 
of the country. 
I do believe that the insurance business has to go a long way in reduc- 
ing administrative and production costs because I feel that the public, 
if actively interested in the question, can become great supporters of 
ee ee eee in 
administration and production as related to the amounts set out for 
losses. On the question of whether or not I would favor federal regula- 
tion on a showdown, I will wait for the showdown. 

Cuarmman Gosie: Are there any other comments? Dr. Manes, did 
you have anything you would like to say on this subject? 

Da. Manzs: Well, the discussion reminds me of one I heard 40 years 
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In other countries, you see, the companies were in favor of federal 
supervision and the state governments were not. Here it is just the 
opposite. But that is usual, in comparing different countries ; America is 
always unorthodox, which makes it so interesting to listen to your dis- 
cussions. For example, your discussion about social insurance I also 
heard 40 years ago in other parts of the world. How history repeats 
itself! But not very monotonously. 

Let me repeat what I said this morning. I think that it would be a 
good thing to have a scientific center in the United States which would 
afford this country information about experience abroad. You see, all 
that which has existed in the other countries will disappear. There is 
a large accumulation of experience abroad and in any case, you should 
learn, especially in social insurance, how not to put certain paragraphs 
in such a law. I am not recommending that you copy laws, not that at 
all, but I am saying that you can learn how to avoid mistakes. 

That reminds me of a conversation I had in Washington about four 
years ago concerning the Social Security Act. At that time I considered 
it, with its big reserves, an excellent insurance of the Treasury Depart- 
ment. I was asked my opinion and I replied, “Well, I am pretty sure 
that in a few years scarcely any paragraph will remain exactly the same. 
They will be changed, because the experience of other countries has not 
been sufficiently taken into consideration.” 

I know from experience how a young man, not speaking the language 
of the country through which he is travelling, i« treated if he wants to 
study the experience of, let me say, social insu~ ce or state supervision. 
Certainly he never will hear of the disadvantages, and I remember 20, 
30 or 40 years ago how many Americans came abroad to study, for 
instance, workmen’s compensation and how they went around and dis- 
covered exclusively the advantages. Nobody said one word about the 
disadvantages. And my experiences in the whole world have been that 
in imitating insurance laws, first of all one imitates the mistakes and 
errors. It is astounding how that happens both here and in Latin 
America, because they don’t find the shadow beside the sun. 

And so I think that while under federal supervision there are cer- 
tainly quite a lot of disadvantages, the excellent lecture we have heard 
shows us that there are also disadvantages in state supervision. 

I have been wondering why nobody mentioned one thing. I should 
like to know your opinion, whether you think that American insurance— 
let us just take life insurance—would lead the world if it had no super- 
vision at all. This is a very important question and the answer to it is 
much more important, because if you say “No,” then you could ask the 
same question about state interference in numerous other things. And, 
you know, the free country of America was the first in the world to 
introduce state supervision of insurance. 

Workmen’s compensation and social insurance, in general, have been 
imported from Europe, but in state supervision, almost all other states 
of the world imitated America. America led in state supervision. And 














DISCUSSION 87 


my impression is that certainly quite a lot of the insurance commis- 
sioners are doing excellent work. I completely agree with the proposals 
of the reporter as to how to make more progress in state supervision, but 
he did not mention one thing, possibly because he wasn’t present this 
morning. Not in all states exists a guarantee that an insurance com- 
missioner be an expert in insurance, and so one may propose to discuss, 
perhaps next year, the problem, “What should an insurance commissioner 
know?” 

Mr. Ferzer: I happen to be an insurance agent, which means that 
I am a member, although a dissenting one, of the body which has created 
the trade barriers that my friend Al Gruhn has referred to. We have 
exchanged some endearing terms before. But, to me, the thoughts pre- 
sented by Frank Dickinson are tremendously important. If we could 
have cost accounting carried to the point that differentiated properly 
between cost of insurance, cost of selling the insurance and cost of serv- 
icing the insurance, the insurance buyers, in the aggregate, would be the 
great beneficiaries. We have thrown all of those costs together in the 
past under the term, “acquisition cost.” 

We have seen much in the papers recently about the price of milk. 
My wife pays, I believe, 14 cents or thereabouts per quart, of which the 
farmer gets about 3. We don’t raise any very serious objection to a 75 
or 80 per cent acquisition cost on milk because we are all of us conscious 
of the pure work functions involved in getting that milk to the back 
door. Now, if we could analyze our insurance costs, I am not a bit 
afraid of an 85 or 90 per cent acquisition cost on a $5.00 premium. At 
the same time, I can’t support a 25 per cent acquisition cost on a 
$50,000 or $100,000 premium. 

I would like to ask Frank Dickinson if he will be good enough to 
present a resolution—and I hope this group will support it tonight— 
asking for further greatly increased cost accounting studies. I, for one, 
and friend Allen Wolf here, have been trying to encourage true cost 
accounting research in the insurance business. I think if the teachers 
were to join in that plea, it would add great momentum to the move- 
ment and I sincerely hope that this group will petition the insurance 
business to go seriously into cost accounting research on a pure academic 
research basis that will be very beneficial ultimately to the insurance- 
buying public. 

CuarrMan GosteE: That will be in order tonight, I suppose. 

Are there any other comments? 

Proressor Rrecet: I would like to ask a question of Professor Havig- 
hurst. Those who know me will understand that I differed with much 
that he said in spite of the fact that I thought his conclusions followed 
very logically from the premises that he adopted. It was the premises 
that I differed with more than the course of reasoning. However, he 
came to a last point which did not seem to me logically consistent and 
that was the point of the insurance of insurance companies by the 
federal government. It seems to me the analogy is plain between this 
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and the insurance of bank deposits and the insurance of savings and 
loan accumulations. 

I think I remember reading a report by the executive officer in charge 
of the bank insurance fund, whose exact title I forget, in which he made 
the statement that the success of the bank insurance fund depended as 
much upon the manner of operation of the banks as upon any other one 
factor. He didn’t say what I am now going to say, but I think that is 
what he had in mind, that a great many forms of insurance insure 
against what Professor Havighurst might call acts of God, but a bank 
failure doesn’t fall in that category. It is brought about by human 
beings. 

Now, in what way can the operation of the banks be supervised? How 
can they be prevented from running wild except by federal regulation? 

CHAIRMAN GoBLE: Is an automobile collision an act of God? 

Proressok HavicHurst: If I get the question, the first point, I 
suppose, that I should address myself to is whether or not I am incon- 
sistent in advocating a federal corporation for the insurance of insurance 
while advocating state supervision as the principal method of insurance 
supervision. 

I don’t see that there is anything inconsistent in that. There are two 
ways, of course, in which the federal government can enter into this. The 
federal government might simply take over the whole system of regula- 
tion as far as it constitutionally could, thereby leaving little or nothing 
of state supervision. The other method of procedure would be to co- 
operate with state supervision and enter into the situation where it 
could be of the most help and where state supervision seemed to be in 
itself inadequate to meet the problem. Dealing with insolvent companies 
was one of the problems which I suggested it seemed that the states did 
not adequately deal with. The other I still feel is the question of the 
insurance of insurance, which I don’t believe the states could adequately 
deal with, although I believe perhaps Mr. Clark disagreed with me on 
that point. But it seems to me that the whole idea of the plan involves 
a very wide spread in the membership and that it could most effectively 
be done on a national basis. The principal question to me is whether it 
should be done at all. I think quite a good argument can be made that 
it should not be done at all; but, just as the bank deposit insurance 
insures against the failures of banks, this would simply insure against 
the failure of insurance companies. In addition to that, it puts a federal 
power as a sort of safety man back of state supervision, so that where 
state supervision does fall down, you have a federal authority which 
would examine the companies and which would be apt to catch any 
difficulties which might arise as the result of weak or dishonest super- 
vision by the states; and I think that is one of the reasons why the 
federal bank deposit insurance is valuable, too. Many of the failures 
among state banks during the difficulties of the early thirties were the 
result of bad and sometimes dishonest management on the part of state 
banks and ineffective state supervision of the banks. The Federal Deposit 
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Insurance Corporation gives an additional check on the management of 
state banks, just as it would give an additional check on the management 
of insurance companies. 

Mr. CiarK: Of course, Professor, we would still have state examina- 
tions of insurance companies and we would have a very serious duplica- 
tion of effort and a very expensive duplication of effort, too, I might add. 

CHAIRMAN GoBLE: You have that in the case of the banks, too. 

Mr. Crakk: I know you do. I think there is no doubt that the 
examinations as conducted today by the state insurance departments are 
far superior to what they were even ten years ago, as a result of this 
new Convention zone plan of examination. 

Proressor Botton: Wouldn’t that be a voluntary system on the part 
of the insurance companies to be insured by a federal corporation, just 
the same as the Federal Deposit Insurance Corporation in the case of 
the banks? The banks don’t have to be insured, although there is 
pressure brought to bear to make them come into the System. 

Mr. Crakk: I think if it were voluntary, it would fall before it 
ever started. 

CHAIRMAN GOBLE:  ‘+hink we probably have gone as far as we 
should today. Again ’ »anc to thank Mr. Havighurst and Mr. Clark 
and Col. Robbins, for .ue very splendid discussion they have led us in 
this afternoon. If there is no further subject to be brought up at this 
time, I think we should adjourn. 

Meeting adjourned at 5:45 P. M. 











DINNER MEETING 


The annual business meeting took place at the dinner meeting. The 
minutes of this meeting are as follows: 


MINUTES OF THE BUSINESS MEETING 
American AssocraTion oF UNiverstTy TEACHERS OF INSURANCE 
Cu1caco, DeceMBER 27, 1940 


President McCahan called the meeting to order at 7:30 P. M. 

The minutes of the 1939 meeting and the Treasurer’s tentative finan- 
cial report for 1940 were read by Professor Bowers and approved by the 

The President outlined briefly the various activities which had been 
carried on by the Association during the year 1940. He referred par- 
ticularly to: 


(1) Adoption by mail ballot of an amendment to the by-laws which 
provides for a class of associate members, this amendment having 
been first approved by the Executive Committee at its 1939 


(2) The filling of vacancies created by the resignation of Dr. Riegel 
through appointment by the Executive Committee of Prof. 
Edison L. Bowers as Vice-President of the Association and of 
Prof. E. W. Patterson to a one-year term on the Executive 
Committee. 

(3) A survey of the Association’s membership on 
(a) The kind of activities which the Association might under- 

take to strengthen insurance education in the colleges and 

(b) The types of program for annual meetings which would be 
most helpful to members. 

(c) The nature of any special committee service which would 
enlist the co-operation of more members for the good of the 
Association and themselves. 

Cronus eeu been Rpt in preparing pas for he 
Association’s work during the year.) 
(4) + aang of a Program Committee consisting of Prof. E. L. 
wers, Chairman, Dean J. A. Fitzgerald and Prof. G. W. Goble, 
age arranged the program for the 1940 meetings. 
(5) The review by our Executive Committee of approximately one 
hundred names of persons suggested as potential Associate Mem- 
bers, invitations being extended to 24, of which 17 accepted. 
(91) 
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(6) Promotion of an active membership campaign among college and 
university teachers of insurance which added 21 new members to 
the roll, bringing the total membership to 80 Active and 17 
Associate. 

(7%) Distribution of Proceedings for the 1939 meeting, of Educational 
Research Bulletin No. 3, published by the American College of 
Life Underwriters, Insurance Book Reviews prepared by the 
Insurance Libraries Association and of an article on “Insurance 
and Accounting” by Prof. S. B. Ackerman. 

(8) The work of Dr. Loman’s committee on “Collegiate Preparation 
for Life Underwriting,” for which a report was presented at the 
luncheon meeting that will be embodied in the 1940 Proceedings. 


In closing his summary of the year’s activities, the President expressed 
his appreciation of the very splendid co-operation which he had received 
from the officers, members of the Executive Committee and Past Presi- 
dents of the Association, commenting particularly upon the faithful 
and able work of Vice-President Bowers and Secretary-Treasurer Kline. 

The Nominating Committee, consisting of Professors Laurence J. 
Ackerman, C. E. Partington and Joseph C. Pillion, submitted the 
following nominations: 


President—Davip MoCaHan. 
Vice-President—Enpison L. Bowers. 
Secretary-Treasurer—CHESTER A. KLINE. 
Member of Executwe Committee—Epwin W. Parrerson 
(term to expire in 1942). 
Member of Executive Committee—WanE FEtTzER 
(term to expire in 1943). 


The report of the Nominating Committee was accepted. There having 
been no other nominations, the officers and committee members therein 
named were declared elected. 

The President reviewed the actions taken by the Executive Committee 
at its meeting earlier the same day, which are set forth in the minutes 
for that meeting, and presented a series of recommendations from the 
Executive Committee with an explanation of each. 

The following motions were then passed: 

1. U motion by Professor Bowers, seconded by Professor Reede, the declination 
of Salem Edwin W. Patterson was accepted and in his place Dean J. 
Anderson Fitzgerald was elected to the Executive Committee. 

2. Upon motion by Professor Hedges, seconded by Professor Reede, and as 
amended by Professor Kahler and seconded by Professor Manes, the President 
was instructed to appoint a committee to consider the nature and content of a 
mid-year publication for the Association and to report its i to the 
Executive Committee for consideration and for such action as the Executive 
Committee may determine. 


3. Upon motion by Professor Riegel, seconded by Professor Blan the func- 
tions of the existing committee on ‘‘Collegiate Preparation for e Under- 
writi ae Giles to ie gaan ae ee Sanya. ant he 
title to ‘‘Collegiate Preparation for Insurance rs.’’ 
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4. Upon motion by Professor Dickinson, seconded by Professor Riegel, the Asso- 
ciation voted to pay the traveling expenses of the Secretary-Treasurer to the 
annual the amount not to exceed $100 per year. 

5. Upon motion by Professor Bowers, seconded by Professor Riegel, and after 
8 ee Se eS ee ee ee ee 
resolution, relating to the devele t vf a professional program in property 
and casualty insurance comparable to the C. L. U., was adopted. 

6. Upon motion by Professor Dickinson, seconded by "Professor Pillion, a resolu- 
tion was passed thanking the persons who had participated in the program, the 
American Mutual Alliance for having a transcript made of the Proceedings 
at general sessions and the Underwriters’ Laboratories for arranging an 
inspection tour of its plant. 

¥, Fong action recommended by the Executive Committee with respect to printing 

the Proceedings of the annual meeting was approved. 

8. The recommendation of the Executive Committee that a Committee on Mem- 
bership be appointed was approved. 


There was some discussion of the advisability of having a membership 
card. Someone suggested that the receipt for annual dues might be 
issued in the form of membership card. It was finally agreed that some 
sort of a card (at the discretion of the Secretary) might be used for the 
dual purpose of a receipt for dues and as evidence of membership. 

Professor Riegel suggested the possibility of arranging for an inter- 
change of insurance problems among members but no formal action 
was taken. 

A resolution expressing appreciation for the services rendered by the 
Association’s officers and Executive Committee members was adopted. 

The meeting adjourned at 10:15 P. M. 








RESOLUTION ADOPTED BY THE AMERICAN ASSOCIATION 
OF UNIVERSITY TEACHERS OF INSURANCE 


DECEMBER 27, 1940 


After considering the interest expressed by various leaders of property 
and casualty insurance in the establishment of professional standards 
of education, the Association adopted the following resolution: 


WHEREAS the insurance institution has played a vital role in the economic 
development of this country, has contributed materially to social progress and 
has promoted government stability, and 
WHEREAS the growing pe BE pol we ew pg mage 
goapesiy iinet smeasttnates tees bnetd 

agen, brokers and other field cameo who guide the public in the selec- 
tion of hazards to be covered, the adaptation of contracts to fit cases, the 
prevention of loss, the preparation of claims, and the generally wise use of insur- 
ance services, and 


WHEREAS the time has arrived when it a that field and home office 
leaders in and casualty insurance be willing to support profes- 
sional a order for field representatives who advise the insuring 


University Teachers of Insurance here assembled endorse in principle the estab- 

lishment of professional standards for p' and casualty insurance and 

express their willingness to co-operate in an advisory ca a 
of the insurance institution in attainment of this 

samuel IT <a RESOLVED that the President of this Association be 

t an advisory committee consisting of three members which, 

with the Preal ent as an additional ex-officio member, shall be authorized (1) to 


sentiment towards professional standards herein expressed, and (2) to extend 
such assistance of an advisory nature as may be necessary to carry out effectively 
the general intent of this resolution. 


(94) 

















COMMITTEE PERSONNEL 


AMERICAN ASSOCIATION OF UNIVERSITY TEACHERS OF INSURANCE 
1941 


Committee on Collegiate Preparation for Insurance Careers 
Pror. Harry J. LoMAN, University of Pennsylvania, Chairman 
Prov. RatPH H. BLANCHARD, Columbia University 
Pror. Epison L. Bowsrs, the Ohio State University 


Committee on Professional Standards in Property and Casualty Insurance 
Pror. 8S. 8. Huzsner, University of Ivania, Chairman 
Pror. Epison L. Bowskrs, the o State University 
Pror. J. ANDERSON FITzGERALD, University of Texas 


Annual Meeting Program Committee 
Pror. Epison L. Bowers, the Ohio State University, Chairman 
Pror. T. C. Botton, Syracuse University 
Pror. G. Wricht HorrMan, University of Pennsylvania 
Pror. 8. B. AckERMAN, New York University 
G. F. MIcHELBACHER, Great American Indemnity Company 


Nominating Committee 
pum Soe Dam, Weert of alte, Ghote 
Prov. A. H. Mowsray, Uni of California 
Pror. Grorezs W. GoBLE, Uni ity of Illinois 


Publications Committee 
Pror. J. Epw. Hepees, Indiana kg oy Chairman 
Pror. A. H. Reepr, Pennsylvania State 
Pror. L. J. ACKERMAN, University of Ni 
Pror. Jos. C. Prion, Miami University, Oxford, Ohio 
Pror. J. M. Lear, University of North Carolina 


Membership Committee 
Pror. CHester A. Kune, University of P: lvania, Chairman 
Pror. Frank G. Dickinson, University of Tilinois 
Pror. C. ArTHUR KULP, University of Pennsylvania 
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A Coérdinated Insurance Series 


By Joun H. Macee 
President, J. F. Singleton Company 
Fellow, Insurance Institute of America 
State Manager, Federal Housing Administration, Bangor, Maine 








GENERAL INSURANCE 


This outstanding text, adopted by more than 125 colleges and univer- 
sities, is designed for a thorough survey course covering the entire field 
of insurance. The text is characterized by the author’s clearness of expres- 
sion and accuracy of statement and thorough manner in which the subjects 
are treated. Each of the thirty-eight chapters is followed by a carefully 
selected list of suggested readings. The text is amply illustrated with 
tables and charts. A complete set of questions and problems is included 
at the back of the book. A Solutions Manual is available at the end of 
the book. 


638 Pages Price: $4.00 
LIFE INSURANCE 


Life Insurance is on the approved list for use in courses sponsored by 
the American College of Life Underwriters. 

In addition to the treatment of subjects usually found in elementary 
texts, this book gives particular attention to problems of current interest 
such as programing, the establishment and management of trusts, optional 
settlements, business insurance, pension plans, taxation of life insurance, 
legal aspects of various contracts, life insurance as an investment, and other 
timely topics. Thought-provoking questions and problems are included in 
the text and a Solutions Manual is available. 


729 Pages Price: $4.00 











PROPERTY INSURANCE 


Offering a comprehensive analysis and explanation of the insurance 
coverages available for the protection of property, this new text is the 
outgrowth of a long-felt need and demand for a practical text designed 
primarily for a property course. To facilitate the teaching of the material 
the author has developed an excellent set of practical questions and prob- 
lems for each chapter. A Solutions Manual is available. 


791 Pages Price: $4.00 








Send for Examination Copies 


RICHARD D. IRWIN, INC. 
332 South Michigan Avenue 
CHICAGO 


























2 WIDELY USED INSURANCE TEXTS 





REVISED EDITION 


INSURANCE 


By S. B. Ackerman 


Member of the New York Bar; Professor of Insurance, New York University 


HE®E- for use in your classes, is a standard work on all forms of insurance 
coverage. This volume takes the viewpoint not only of those engaged in the 
insurance business, the sellers of insurance, but also the much larger group of 
prospective or actual buyers of some form of insurance. This emphasis on the 
insurance buyer makes the book particularly suited for college and university 
classes since most members of these classes will eventually be on the buying 
rather than on the selling side of insurance transactions. 

It covers some 40 types of insurance, with the emphasis upon the policy 
contracts and the protection afforded purchasers; includes fundamental forms; 
and gives numerous problems drawn from experience. $4.50 


PROBLEMS—For use with Ackerman’s text Insurance. This contains prob- 
lems on every form of insurance. Cover actual cases involving principles, 
which in or cases required settlement by court decisions. Excellent for class 
discussion and constitute invaluable preparation for meeting practical situations. 

Combination price $4.75 


CASUALTY 
INSURANCE 


By Clarence A. Kulp 


Professor of I » University of Pennsyl 


A ores and thorough treatment of all the important forms of casualty 
insurance, well adapted for a course on the subject. In clear and readable 
form, it explains fundamental principles and approved practice, discussing for 
each type of insurance, 
The risk covered; 
The p i and pti or limitati made by insuring company ; 
The duties of the insured before claims and in making claims; 
The rights and liabilities under the policy of insurer and insured; 
The meaning and use of the co-insurance clause and other endorsements; 
6. How rates are d ined and p i collected. 

This volume provides a thorough understanding of the whole casualty busi- 

ness, covering workman’s compensation, public liability, automobile insurance— 
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public and property da urglary, ft, robbery, plate glass, power plant, 
credit, check alteration and forgery, water damage, sprinkler leakage, and com- 
bination residence, accident, and health insurance. $5.00 





The Ronald Press Company, Publishers 


15 East 26th Street New York, N. Y. 








McGRAW-HILL INSURANCE SERIES 


RALPH H. BLaANcnHarp, Editor 
. 


Appleman—INLAND MARINE INSURANCE. 221 pages, $2.50 


Betterley—BUYING INSURANCE. 192 pages, $2.50 


Crist—-CORPORATE SURETYSHIP. 439 pages, $4.50 


Faulkner—ACCIDENT AND HEALTH INSURANCE. 
366 pages, $4.00 


Hobbs—WORKMEN’S COMPENSATION INSURANCE. 
Second edition. 707 pages, $5.00 


Maclean—LIFE INSURANCE. Fourth edition. 610 pages, $4.00 


Michelbacher—CASUALTY INSURANCE PRINCIPLES. 
709 pages, $5.00 


Mowbray—INSURANCE. Second edition. 634 pages, $4.00 


Patterson—ESSENTIALS OF INSURANCE LAW. 
501 pages, $4.00 


Reed—ADJUSTMENT OF FIRE LOSSES. 429 pages, $4.00 


Sawyer—AUTOMOBILE LIABILITY INSURANCE. 
321 pages, $3.00 


Wheeler and Todd—SAFEGUARDING LIFE INSURANCE 
PROCEEDS. 190 pages, $2.50 


W intee—MARINE INSURANCE. Second edition. 468 pages, $4.00 


Send for copies on approval 


McGraw-Hill Book Company, Inc. 


330 West 42nd Street New York, N. Y. 











The Greatest Book 
for Executives 
ever published . 


THE EXECUTIVE'S DESK BOOK 


1850 pages of daily helpfulness. 3000 illustrations. Here are concise 
answers to thousands of questions arising daily. Whatever your questions 
may be—from placing a comma to analyzing a financial statement, this 
friendly counselor will give you instant aid. Rules given are clarified by 
actual examples. 

THE EXECUTIVE'S DESK BOOK contains 25 chapters of valuable informa- 
tion and the complete WINSTON SIMPLIFIED DICTIONARY, comprising 
more than 100,000 words, with every word defined so clearly that its use 
and meaning are instantly understood. So constantly will you use this 
volume that you will want it right at your elbow. 


Just a Partial List of Contents 
CORRECT USAGE—Business and Social Letters For Every Life 
DIGEST OF BUSINESS LAWS — including on Work 


FINANCIAL AND BUSINESS MANAGEMENT 
CENSUS FIGURES—Reference Sources THE LIBERALIZATION 
MERCHAND 


RESOLUTIONS  awerta, Parliamentary Pro- OF THE 
cedure ey LIFE INSURANCE CONTRACT 
Sent on Approval, All Charges Prepaid By George L. Amrhoin, C.L.U., Ph.D. 
THE EXECUTIVE'S DESK BOOK. Size 7x 
9” x 2)” thick. With convenient thumb 
index. Durably bound in sturdy cloth. 
Price $5.85 


THE JOHN C. WINSTON CO. 
1008 Arch Street, Philadelphia, Pa. 
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PROCEEDINGS 


The Secretary has copies of the Proceedings 
of previous Annual Meetings available 
at prices ranging up to $1.00 each. 























LIFE INSURANCE 


THIRD EDITION 


By 
S. S. HUEBNER, Ph.D., Sc.D. 


PROFESSOR OF INSURANCE AND COMMERCE AT THE UNIVERSITY 
OF PENNSYLVANIA; PRESIDENT OF THE AMERICAN COLLEGE OF 
LIFE UNDERWRITERS, ETC. 


HIS new edition of a standard work brings together in com- 
pact and classified form the facts and information which give 
a comprehensive understanding of the nature of life insurance 
and the legitimate ways in which life insurance may and should 
be employed in the interest of personal, family, and business 
welfare. The new edition represents an extensive revision and 


enlargement of the text. $3.50. 





LIFE INSURANCE: ITS ECONOMIC 
AND SOCIAL RELATIONS SERIES 


Edited by S. S. Huebner, M.L., Ph.D., 
Sc.D., President of American College 
of Life Underwriters, and Professor 
of Insurance and Commerce at the 
University of Pennsylvania. 


The Economics of Life Insurance. 

By 8S. 8S. Huebner. 8vo. $2.50 
Life Insurance as Investment. 

By Solomon 8S. Huebner and 


David McCahan. 8vo. $2.50 
Law of Salesmanship. 

By Paul Huttinger. 8vo. $2.50 
Taxation. 

By Harry J. Loman. 8vo. $2.50 
Wills, Trusts and Estates. 

By James L. Madden. 8vo. $2.50 
Business Life Insurance Trusts. 

By C. Alison Scully and 

Franklin W. Ganse. Ill’d. 8vo. $2.50 
Education and Philanthropy. 

By John A. Stevenson. 
Til’d. 8vo. $2.50 
Sociology of Life Insurance. 

By Edward A. Woods. 


nii'd. 8vo. $2.50 











PROPERTY 
INSURANCE 
THIRD EDITION 


By 
8S. S. HUEBNER, Ph.D., Sc.D. 
A thoroughly up-to-date, com- 
prehensive and non-technical 
discussion of the important 
economic and legal principles 
and the leading practices 
upon which the various kinds 
of property insurance are 
based. $3.00 


MARINE INSURANCE 


By 
8. S. HUEBNER, Ph.D., Sc.D. 
Provides an understanding of 
the nature and practical 
operation of marine insur- 
ance, and the intimate rela- 
tionship of the business to 
shipping, banking, and over- 


seas commerce. $3.00 


D. APPLETON--CENTURY COMPANY 


35 West 32 Street 


New York City 























